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THE OUTLOOK 


The Peace Proepect—ite Significance and Its Limitations—The 
Bond Market—Next Liberty Loan—Business Conditions— 
The Stock Market 














HOULD the numerous reports which are now reaching us of the increased desire 
of the people of the Central Powers for peace have any more effect upon the 
_ of the investor than previous peace rumors, all of which have proved 
illusory ? 

That is, without doubt, the important investment problem of the moment. After 
three and a half years of the most exhausting warfare, how much more time must elapse 
before the breaking point is reached somewhere? It has already been reached in Russia, 
where present conditions border on demoralization. Turkey and Bulgaria are apparently 
taking little or no part in the war today. Other principal nations involved are still fight- 
ing vigorously. Where and when will the break come? 








An Important Change in the Investment Situation 
Ww believe that the last two weeks have shown an important and radical 


change in the investment situation. The general strikes and peace 

agitation in Austria, which have forced Czernin to assume a much 

more conciliatory attitude toward the Entente, represent the begin- 
nings of a movement which is strong enough to force peace on the autocracies 
which now control the Central Powers. 

We may be, and probably are, still a long way from peace; we may 
perhaps see the heaviest fighting of the war before it comes; but investment 
markets rarely wait for the actual accomplishment of a result before being 
affected by it. And from now on the general trend of events is likely to be 
definitely toward peace. 

We believe, therefore, that it is now time for institutions and private 
investors to begin the accumulation of sound bonds, good railroad preferred 
stocks and the best class of industrial preferred issues. 

For about a year we have counseled investors to postpone purchases of 
long term bonds, aside from the Liberty Loans. In the mean time the bond 
market has had a drastic decline, amounting on the average to about 20 points. 
We believe the time has now come for a change in that attitude. 

The subject is discussed in more detail in an article in this issue entitled 
“A Peace Conference in New York.” 
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The Bond Market 


HE above mentioned change in conditions has been to some extent reflected in 
the January bond market. While there has been no large demand for bords, 
; the tone of the market has been better than at any previous time for a year. 
Nevertheless most bonds are, broadly speaking, still at or near their low point 

and many good bonds afford extraordinary interest yields at current prices. 

We do not mean that the bond market is likely to embark upon a steady upward 
trend. Further Government loans will bring a severe draft upon our supplies of capital. 

_ On the other hand, the restriction of new issues of corporation securities which is now 
being arranged for at Washington will greatly decrease the supplies of new securities 
available to the investor, so that those who wish to distribute their investments partly in 
Government loans and partly in other issues, will be for the most part restricted in their 
choice to bonds now outstanding. 

This, together with the fact that bond prices are already at an unnaturally low level, 
will cause the bond market, even if the war continues for a long time, to show greater 
resistance against future declines; while if events should move more rapidly toward peace, 
t _— easily happen that the general level of bond prices would not again reach its pre- 
vious low. 


The Next Liberty Loan 


HE country now accepts with philosophy the proposal to raise Government loans 
of perhaps $10,000,000,000 by next July. It is being realized that the Gov- 
ernment raises this money to spend and that it travels in a circle, so that the 
expenditure of one loan to a great extent supplies the means for the next loan. 

Bank deposits fall but little as the result of a new loan, and that little is quickly recovered. 

Much the same argument, by the way, applies to the heavy interest charges on 
Government bonds which will have to be met after the war is over. Since the bonds have 
all been sold to our own people, and since the Government itself is nothing but the people 
as a whole, we shall be paying that interest to ourselves. It will represent a change in 
the distribution of wealth, rather than a net expenditure. 


Progress of the War 


T seems very doubtful whether Germany, in the final desperate offensive which 
she appears to be planning on the West Front, will get any important help 
OG from Austria. Austrian finance, as is well known, is in a bad way. The Aus- 
= trian State Bank, December 7, held $55,000,000 gold against a note circula- 
tion of $7,375,000,000. In July, 1914, it held $257,800,000 gold against a circulation 
of $443,500,000.. The doubtful value of its present currency is obvious. 

In the mean time, the submarine campaign against the commerce of the Allies, al- 
though causing them a good deal of inconvenience, has not accomplished its object and is 
showing a gradual decrease in results. The best evidence of this is that private British marine 
insurance rates on transatlantic cargoes have recently been reduced from 514% to 4%; and 
there are reports that the capture and destruction of U-boats is now at the rate of 38 a 
month against an estimated construction of 23. 

Our own war preparations, while handicapped by inexperienced management, short- 
age of labor and materials and the congestion of transportation, are really proceeding more 
rapidly than current newspaper criticism would indicate. The “‘will to win” of the Allies 
may possibly be no stronger than that of Germany, but it is evidently a good deal stronger 


than that of Germany’s allies. 


The Market Prospect 





HE stock market, in the sense of speculative securities rather than the high grade 
preferred issues mentioned above, gives no indication of any permanent ad- 
vance. Investors and large financial interests are more inclined to sell on the 


salbce isn dntvenss thats holdings. 
4 —January 29, 1918. 



























Our Point of View 


On Vital Factors in Finance and Business 








Saving at the (GEO. H.CUSHING, 


Spigot, Los editor of The Black 
at the Bunghole Diamond, figures out 

that the Fuel Adminis- 
tration’s closing order is resulting in an 
average cost of $223.21 for every ton of 
coal saved. Even if we throw off the twenty- 
one cents, this is a rather high price for coal. 
Last August $2 a ton was the highest price 
‘he Government was willing to permit bitum- 
inous to be sold for. It looks very much as 
though the Government had not saved much 
by trying to shave the coal operator’s profits 
down to the last notch. 

In the building where THE MAGAZINE OF 
WALL STREET is located the cost of the coal 
saved (if any—for the superintendent asserts 
that none whatever is saved) must be at least 
$1,000 a ton, if we figure on the basis of the 
loss entailed on the numerous offices which are 


forced to close every Monday. 
Ss @6-®8 


A Difference— =§ Without wishing to 
Economics __ criticize Professor Gar- 
vs. Economy field unduly, since he has 
certainly had a hard job 
to handle, we are forced to conclude that there 
is quite a little difference between economics 
and economy. The people will put up the 
$8,000,000,000 or $10,000,000,000 now 
talked of as needed for the next Government 
bond issue—but subscribers to the loan would 
certainly prefer that it should not be used to 
buy coal at $223 a ton. 

The President has set noble ideals before 
the world, which are worth more than any 
amount of money. His influence in forward- 
ing the progress of civilization has been simply 
incalculable. But why is it that he can’t bring 
himself to turn the Government's business 
management over to business men? It takes 
a shoemaker to make a shoe. A judge or a 
clergyman may be of use to humanity in a 
higher field, but he doesn’t know much about 
leather. 

America has been accustomed to pat itself 
on the back for its business efficiency. Shall 
we, as a result of turning the business of mak- 
ing war over to half-converted pacifists, col- 
lege professors and theoretical efficiency ex- 
perts, be reduced to kicking ourselves for our 
blunders and delay? The question is not one 
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of personal merit, intellectual ability, or even 
breadth of view. It is a question of training, 
pure and simple. 

There is just one man who can correct the 


situation and that is President Wilson. 


“ye Oe 
Ye Guileless Our remarks about 
Editor Gets | Government operation of 


the railroads in the last 
issue called forth an in- 
dignant letter from a prominent subscriber, 
from which we quote significant sentences: 
“Your whole attitude towards railroad se- 
curities has been one of marked hostility. You 
even seem to favor Government ownership, 
which would be nothing short of a crime 
against the holders of securities. Fifty mil- 
lions of Americans are interested in railroad 
securities and they resent the policy of your 
magazine bitterly. You give, as you say, 
‘both sides of the question-—there can be no 
two sides to such a question. Government 
ownership is the veriest and most arrant rot 
and nonsense imaginable or conceivable. Gov- 
ernment ownership of anything tends to make 


a weak, spoon-fed race.” 
s ss ® 


a Spanking 


No, We Don't Others, perhaps, mis- 
Hate the understood our com- 
Railroads ments in the last issue. 


The question we dis- 
cussed was “Can the Government Let Go?” 
and we endeavored to present “both sides of 
the question,” not as to whether the Govern- 
ment ought to own or operate the railroads, 
but whether as a matter of fact, after operat- 
ing the roads for the remainder of the war, it 
would be able to disentangle itself from them. 

‘Our readers have perhaps noticed that we 
devote a good deal more space to discussing 
what is likely to occur than to what we think 
ought to occur. A few readers may be in- 
terested to know that neither this publication, 
nor so far as we are aware any member of 
its staff, believes in Government ownership or 
in Government operation except so far as ren- 
dered necessary by the war; but all are far 
more interested in the question what the ac- 
tual outcome will be. 

As to our “whole attitude toward railroad 
securities” being one of “marked hostility,” 
nothing could be farther from the facts, and 
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we are at loss to know on what our corres- 
- pondent bases this sweeping criticism. What 
we try to do is to give our readers the facts 
as to what railroad securities or any other se- 
curities are worth, without any prejudice or 
influence for or against. 


* 

The Railroads What compensation 
Not Yet Out Congress will allow the 
of the Woods _ railroads during Govern- 
ment operation may 


prove to be an entirely different matter from 
preliminary conclusions drawn from the Pres- 
ident’s general recommendation. 

The bill as it now stands is far from sat- 
isfactory. Members are alleging that earn- 
ings in 1916 and 1917 were above normal. 
Even if this fallacy is shown up and over- 
ruled, the bill makes no allowance for the in- 
crease in invested capital now above the av- 
erage for the three years 1915, 1916 and 
1917; it proposes a 6% tax on “net taxable 
income,” which would be a considerable in- 
crease in taxation; it apparently contemplates 
basing maintenance on the average of the three 
years, which would be entirely insufficient in 
view of the present high cost of labor and ma- 
terials; and it does not provide for any in- 
crease in rates. 

On the whole the prospect is that the bill 
as passed will be less favorable to the roads 
than the President's recommendation. 
Investment Dollars It was clear that some 

Must Now Help sort of regulation of new 
Win the War _ security issues other than 
railroad had to come in 
order to prevent undue competition with Gov- 
ernment bond issues in the market for capital. 
There has been no material decrease in the 
issuance of state and municipal bonds since 
this country entered the war, and industrial 
and public utility financing is still larger than 
it ought to be. _ 

The first definite step toward limitation of 
non-essential enterprises requiring capital ex- 
penditures was taken when the Federal Re- 
serve Board announced the appointment of a 
committee of three bankers or financiers to 
act in an advisory capacity to the capital is- 
sues committee of the board, in passing on 
applications for approval of issues of private 
securities. 

The advisory committee, together with 
committees organized by each of the twelve 
Federal Reserve banks, practically will ad- 











minister the new system, which is based en- 

tirely on the theory of voluntary co-operation 

on the part of capitalists. 
s 8s ®& 

Banks Cannot Re- One method by which 
discount Perma- some companies have en- 
nent Obligations deavored to get around 

the difficulty of obtain- 
ing capital, has been the issue of short term 
notes, rediscountable at the Federal Banks, 
but containing a renewal clause. The report 
of the Federal Reserve Board discusses this 
plan at length and opposes the rediscounting 
of such notes as not in accord with the gen- 
eral purpose of the law. 

It is undoubtedly important that this prac- 
tice be nipped in the bud, since any broad 
extension of it would greatly increase the bur- 
dens which the Federal Banks must carry. 
The tremendous demand for credit resulting 
from the war may strain even the great re- 
sources of the Federal system before peace 
comes, and it is highly important to conserve 
those resources in every possible way. 


The Ghost of *  Bimetallism is again 
16 to 1 to the fore. The popu- 
Walks Again lar demand for “more 


money” has many more 
than the nine lives of a cat. It is now argued 
that the great increase in outstanding paper 
currency requires more metal as a base, and 
that since the supply of gold is limited silver 
may advantageously be included 

That is, since we already have a tremen- 
dous paper inflation throughout the world, we 
should now add to it a silver inflation as well. 
Currency inflation has always been insepar- 
able from war. It affords temporary help, 
just as whiskey helps the man who has been 
nearly drowned, and it is followed by the 
“‘morning after” just the same as an unduc 
load of whiskey is. It is not more money that 
creates permanent prosperity, it is more goods. 
A pound of steak doesn’t give us any more 
nourishment when we pay 40 cents for it than 
if it had cost 20 cents. 

The money problems of the war are hard 
to solve and they will leave a heavy after- 
math when the war is over. Inflation is none 
the less an evil because it is, apparently, a 
necessary evil in war times. It must be held 
in check in every possible way. Bimetallism 
would degrade the quality of the hard money 
base beneath the world’s paper money, with- 
out any genuine benefit to offset the injury. 






































A Peace Conference in New York 


Six Men Form Definite Conclusions as to Probable Effect 
of Peace on Leading Securities 





NE evening about a week ago six 
well posted Wall Street men met 
for the purpose of discussing the 
possibilities of peace and its prob- 

able effect upon leading investment and 
speculative securities. ‘The majority were 
in close touch with leading Wall Street 
financiers and had a very definite knowl- 
edge of what those interests are doing. All 
were well qualified to form sound opin- 
ions as to the effect of a cessation of hos- 
tilities on the prices of the various grades 
of bonds, preferred stocks and speculative 
securities. 

Of course, no one knew, nor does any- 
one now know how soon peace will come, 
but some had rather definite ideas that out 
of the mass of rumors would come a tangi- 
ble basis for an understanding between the 
warring nations, and so for the sake of a 
basis of argument, it was assumed that 
peace might reign in sixty to ninety days. 
Effect on Bonds 


The first question taken up was the 
probable effect upon the new Liberty 314’s 
and 4’s, and the consensus was that these 
bonds should advance in price until they 
approached a 3% basis, which would mean 
106 to 110 for the 34%’s, according to the 
prospect for their being paid off in 15 or 
30 years, and 117 for the 4’s. It was 
agreed that the prices at which old 
issues of government bonds sold before the 
war were due perhaps to their scarcity and 
the fact that they were used mostly by 
banks to secure circulation. The great 
volume of new bonds issued, including 
those about to be offered, should result in 
a broad market while the price was advanc- 
ing and a gradual absorption into investors’ 
boxes should reduce the floating supply. If 
world peace was permanently guaranteed 
a further advance to a 234 or 24%4% basis 
might eventually be realized. 

Based on a 3% net return on govern- 
ments, it was conceded that other invest- 
ment securities should range themselves in 
accordance with their respective desirabil- 
ity, on bases running from 4 to 542% de- 
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pending upon the character of the security; 
for example, municipal bonds 4%; high- 
grade railroads, 442%; high-grade indus- 
trials, 5 to 512%; second grade rails, 5 to 
52%; preferred stocks of sound railroads, 
54%; common stocks of high-grade rails, 
6%. 

The return on railroad common stocks 
would be affected one way or the other by 
conditions under which the government con- 
tinued control, or returned the roads to 
their respective owners and managers, but 
as these factors are unknown quantities, 
it was found impossible to form any more 
than indefinite ideas on the question of 
market prices and consequent net return 
on the minor securities of railroads. 


Industrial Conditions 


It was agreed that the end of the war 
would result in a great slowing down in 
almost every line of business except those 
specifically benefited by peace, and even 
these would be obliged to withstand the 
downward trend of prices in the leading 
commodities, such as steel, copper, sugar, 
oil, etc. 

The reaction in these and other indus- 
tries would release for investment great 
amounts of funds, which heretofore have 
been tied up in raw material, manufac- 
tured goods, inventories, etc., and these 
funds would gradually find their way into 
investment securities. 

Thus two main forces would be loosened 
by the advent of peace, the one tending to 
depress speculative shares, and the other 
leading to higher prices for sound invest- 
ment securities. 

For the last three years money has flowed 
out of the banks into industrial activities, 
and into the U. S. Treasury. But with the 
stoppage of munition and other war ma- 
terials buying, there should be not only an 
immense falling off in manufactures, but 
a great scaling down of inventories. For 
example, the Bethlehem Steel Company in- 
ventories were over $62,000,000 on Oct. 31, 
1917, all acquired at high costs, in expecta- 
tion that the finished product would be 
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taken off the company’s hands at prices 
which would justify these costs. With a 
cancellation of orders an entirely new sit- 
uation would confront not only the Beth- 
lehem Steel Company, but all other con- 
cerns which have been war prosperous. 
This scaling down of values would filter 
through every line of trade wherein goods 
in process or in complete manufactured 
state have been carried on dealers’ shelves, 
in factories or warehouses. 
Steel Stocks 

With this country keyed up to a produc- 
tion of 50,000,000 tons of steel per annum, 
a vast capacity would be rendered idle by 
a general reaction in business. The pos- 
sibility of foreign competition in steel was 
also pointed out. When this question came 
up memories were refreshed by one of those 
present, who has specialized on the steel 
industry. He reminded the others that in 
1914, with the tariff removed from steel, 
German agents were reaching out for busi- 
ness in every corner of the United States, 
in fact, they had booked a great number 
of orders, and were even able to lay down 
’ rails in San Francisco at a lower price than 
any American manufacturing company at 
that time. Also that in the smoke of battle 
the country appeared to have forgotten that 
there is no tariff on steel, and that one of 
the leading men in the steel industry had 
recently said that unless the tariff were put 
back, the result would be a disaster to 
American steel mills. 

Attention was also called to the fact that 
only three and a half years ago, during 
the panic, the Steel Corporation was earn- 
ing $1,500,000 per month, or at the rate 
of $18,000,000 per annum, and that unless 
something were done to check foreign in- 
vasion of our markets, these conditions 
might again be approached after the war. 

“Germany,” he said, “will have no mo- 
ney with which to buy from the outside 
world, but they will have materials which, 
in order to keep themselves alive economi- 
cally, they will have to sell. Most of the 


countries in the world will be close to bank- 
ruptcy after this war, and will have no 
money to buy goods from foreign countries, 
but the United States with its almost un- 
limited resources will be a fertile field for 
the sale of German goods, and as President 
Wilson proposes in the final settlement to 


THE MAGAZINE OF WALL STREET 


have no trade boycotts, this field will be 
an open one. The result to be expected is 
a German mercantile invasion, and this 
should lead to price cutting and demorali- 
zation in some lines. This is particularly 
true in view of the large amounts of capi- 
tal that have been put into new construc- 
tion that will have to remain idle unless a 
market for the output is developed. Peace, 
therefore, would be a very bearish argu- 
ment on U. S. Steel common, and all the 
other common steel stocks. 
Coppers, Etc. 

So far as the copper business is con- 
cerned it was the consensus of opinion that 
a large part of the immense quantities of 
copper shipped to Germany before the war 
and to our allies since, for the manufac- 
ture of munitions, especially shell cases, 
had not been destroyed, but was being 
carefully preserved, and in its present 
state was available for commercial pur- 
poses. Steel used in shell making might 
be hopelessly scattered over the battlefields, 
but this is not true of copper. While an 
immense amount of reconstruction must be 
done, it is likely that when the artificial 
price of copper is removed, the law of sup- 
ply and demand will lead to a lower price 
level. 

In the sugar industry, the vast tracts 
of land in Europe which before the war 
was used for growing beet sugar will once 
more come under cultivation, and this will 
change the sugar situation to an extent that 
will gradually impair the earnings of Amer- 
ican Beet Sugar, Cuba Cane Sugar and 
those mushroom sugar companies that have 
been the product of the war and the re- 
sulting world scarcity. 


Petroleum Trade 


The petroleum industry is not quite so 
simple a problem, owing to the great in- 
crease in the use of pleasure cars and com- 
mercial vehicles. The conference agreed, 
however, that the motor industry would, to 
a very great extent, depend upon the gen- 
eral business conditions to which pleasure 
car buying responds so readily. It would 
seem that the motor truck business should 
flourish owing to the economies and other 
advantages in haulage which make possible 
the increased use of this means of trans- 
portation. 
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Influence of Sentiment 


As to the effect on the general market # 
was believed that in the first flush of peace, 
prices might have a sharp advance, growing 
out of the general sigh of relief to which 
the world would give vent, assisted by some 
clever manipulative tactics. The general 
impression among customers of brokerage 
houses at present seems to be that peace is 
a bull argument, and this in itself might 
lead to some buying. Large operators, who 
are now bare of stocks, might encourage 
buying of the speculative issues, then sup- 
ply requirements on the bulge. Such buy- 
ers would then be likely to find the market 
slipping away from under them as the in- 
evitable readjustment in selling prices, in- 
ventories, labor and taxes became effective, 
and the-consensus among those discussing 
the matter was that a lower price level and 
more or less depression would finally result, 
in which accumulation on large scale would 
take place. 


It was.confidently believed that all in- 
vestment securities, including government 
bonds, and gradually extending to the high 
grade and lower grade bonds and preferred 
stocks, should immediately begin to respond 
to the release of investment funds and un- 
questionably sell at higher prices at the first 
definite signs of peace. 


Predicated on Peace 


While the above must be regarded as an 
opinion only, it is the result of close study 
of business, financial, and stock market con- 
ditions, not only from the standpoint of 
those present, but of the large interests with 
which these men are in constant touch. 
This consensus, of course, is predicated on 
the possibility of peace within two or three 
months. 

Should peace be longer delayed, the 
opinions expressed would necessarily have 
to be altered to conform with the conditions 
then prevailing. 














ON SPECULATION 


It is not easy to form a correct statistical conception of the program of specula- 
tion. Thomas Gibson investigated 4,000 brokerage accounts spread over a period of ten 
years, and found that 80 per cent of the accounts showed final losses. Leaving interest 
charges, commissions, and taxes aside, it would thus appear that 80 per cent bought at higher 
prices than they sold, while only 20 per cent sold at higher prices than they bought. Or, in 
a larger sense, an overwhelming majority bought in a boom and sold in a crisis, while a 
minority bought in a crisis and sold in a boom. The reason for this illogical procedure is 
doubtless to be found in the factor of crowd-psychology, as the average investor buys when 
everybody buys, and sells when everybody while the shrewd investor buys when every- 
body sells, and sells when everybody buys. 


There is a big panic about 7 a seven years, as the years 1914, 1907, 1900, 1893, etc. 
have amply demonstrated, and within these large swin P there are medium swings. If it were 
possible to educate a part of the investing public to adopt the Hetty Green system of keeping 
a cash balance in the bank till a violent break occurs, = then to step in, the above-mentioned 
unfavorable loss percentage could be most happily readjusted. Aside from material advan- 
tages a great economic benefit could be attained by stabilizing the security markets, and inci- 
dentally the erratic earnings of brokerage houses. There is no scientific reason why the busi- 
ness of speculation should be subject to a higher loss percentage than any other business. 
Of course, there are those who will say that the best way to speculate is not to speculate at all. 


As to short selling, Francis W. Hirst, former editor of the London Economist, rightly 
said that no code of ethics can make a valid distinction between betting that a horse will 
win and betting that it will lose. It may be wrong to buy beyond ng when things 
look cheap, or to sell more than you possess when they look dear. Pang ® is exactly the 
same moral objection to either course, and, besides, there is nothing like a bear contingent to 
steady and check a falling market. 


In summarizing, it would appear that if a man speculates he should do it intelligently 
and in a business way; furthermore, that those who are consciously or unconsciously heroic 
enough to assume the burden of industrial risk should receive due recognition as necessary 
factors in our economic life; finally, that those who cannot afford or are not inclined te 
speculate should not do so, and that senseless and haphazard operations should be destecged. 


—H. M. Jacoby, in the N. Y. Evening Post. 
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Sugar’s Position 


How the War Revolutionized the Indus- 
try—Growth of Beet Sugar Output 
—World-Wide Conditions 


Control 








By WILLETT & GRAY 





Loading Sugar Cane — 


[An article on American sugar conditions specially written and prepared for The Magazine 
of Wall Street by Willett & Gray, New York sugar experts and statisticians.] 





O get an adequate grasp of sugar 
conditions, it must be borne in 
mind that sugar is not a commod- 
ity controlled by local conditions 

alone, but factors world-wide have their in- 

fluence on prices, supplies, production, im- 

ports and exports. Before the beginning 

of the war in Europe, Germany was pro- 
ducing approximately two and one-half 
million tons of sugar annually, consuming 
about one million tons and exporting the 
balance. Austria was also a large pro- 
ducer and exporter of beet sugar. Russia 
produced more than needed for home con- 
sumption as well as for Finland and Per- 
sia, and .was exporting in increasing 
quantities each year. France and Italy 
produced approximately enough for their 
individual consumptions, but England pro- 
duced no home-grown sugar in the United 

Kingdom, but consumed about two million 

tons, somewhat less than half of which 

could be said was cane sugar imported from 

British Colonies, Java and Cuba, while the 

Central European Empires supplied the 

other half in the form of beet sugars both 

raw and refined. 


Enormous Exports 


The commencement of the war complete- 
ly upset the sugar situation, not only of the 
world, but of the United Kingdom espe- 
cially, and the million and a quarter tons 
beet sugar had to be obtained elsewhere, 
which necessitated increased purchases of 
Java and Cuba sugars. The capacity of 
the British refineries for refining raws was 





only half the normal consumption, so that 
about half the sugar imported had to be in 
the form of refined or high-grade raws. 
England had to turn to the United States 
Atlantic Coast refineries to give her her 
needs in this respect, which accounts for 
the immense exports of refined sugar from 
this country, 1914-15, and reaching its 
climax at nearly 700,000 tons in 1916. 
Exports fell off in 1917 to 438,081 tons. 

The German submarine campaign with 
its curtailment of supply of ocean tonnage 
through sinkings, necessitated England’s 
reducing her consumption, and at the same 
time lack of labor and associated war con- 
ditions have decreased the home production 
of France and Italy, so that even with se- 
verely restricted consumption in these lat- 
ter countries, they have been dependent 
upon imported sugar for their needs. 

The long voyage from Java has preclud- 
ed the sending of ships to that island in 
ballast, for the journey consumed five 
or six months. The trip included the dan- 
gerous submarine zones and has necessitat- 
ed the abandoning of Java as source of 
supply and that in the face of a stock in 
that island variously estimated at from 
600,000 to 900,000 tons. This amount of 
sugar if only located in England, France, 
Italy and this country would abolish the 
present prevailing shortage. The problem 
is one of transportation. 

These conditions placed upon Cuba dur- 
ing the latter part of 1917 the onus of 
feeding almost all the world-with sugar at 
necessarily reduced rations. The demand 
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being so far in excess of supply, very active 
trading in Cuban sugars ensued, which 
caused prices to run up as mentioned below. 


Troubles of Central Powers 


It must not be forgotten, though, that the 
Central Powers are not without difficulties 
as far as sugar is concerned. Although pro- 
ducing sufficient sugar to allow large ex- 
ports before the war, by 1915 they were 
hardly able to produce their own wants. 
In succeeding years the lack of men for 
field, factory and technical work has fur- 
ther shortened their output, aud latest ad- 
vices, although meagre, according to the 
U. S. Food Administration, are that sugar 
was selling in Berlin at the astonishing 
price of 56 cents per pound retail. 

Sugar Industry in U. S. 

The beginning of the sugar industry in 

the United States dates back to 1823, when 


It has extended 
steadily in number of factories until 91 
factories are now producing 750,000 tons 


produced 1,861 tons. 


of sugar. The greatest production of beet 
sugar in this country was attained in the 
1915-16 season when 67 factories were 
working and an output of 779,756 tons was 
reached. The past two crops, while the 
sowings have been larger and more facto- 
ries operating, have suffered from unfavor- 
able growing weather and this year from 
seed not up to normal (the best seed came 
from Europe before the war) bad weather, 
labor troubles and transportation delays. 
The consumption of sugar in the United 
States during the calendar year 1917 was 
3,954,187 tons or 84.35 lbs., per capita. 
The consumption showed an increase of 
8.079% over that of 1916. The advancing 
prices during the spring and again in June 
to August was reflected in larger purchases 

















Cuban Raw Sugar Mill 





the first records give the crop of Louisiana 
cane sugar as 15,401 tons. Louisiana suf- 
fered through the period of the Civil War, 
but increased thereafter, attaining its maxi- 
mum of 355,050 tons in 1904. Of late the 
crop has been in the neighborhood of 250,- 
000 tons. Sugar cane requires a tropical 
climate for the best results, but Louisiana 
unfortunately does not enjoy such condi- 
tions. If it were not for the tariff on sugar, 
amounting to practically one cent per 
pound, the Louisiana industry could not 
exist. 

The beet sugar industry in the United 
States started in 1889 when two factories 


from producer right down through to the 
actual consumer and was more than enough 
to offset the slowing down in distribution 
under the United States Food Alministra- 
tion, which took hold of the situation after 
the passage of the Food Control Law on 
August 10, 1917. 

The highest wholesale price for granu- 
lated sugar at New York during 1917 was 
8.33c. net cash in April, and the lowest 
was 6.615c. net cash in January, while 
the average for the whole year was 7.663c. 
net cash. This compares with today’s Food 
Administration regulated price of 7.301c. 
net cash at New York. 
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World Conditions Control 


As remarked above, world-wide condi- 
tions control sugar conditions and Eng- 
land’s purchases of Cuba raws was in com- 
petition with our refiners, and naturally 
caused Cuban prices to rise, which immedi- 
ately had its effect upon refined cane prices 
in New York, and also on domestic beet 
prices, which until lately have always fol- 
lowed cane granulated prices. High prices 
stimulated Cuban production which is now 
in excess of three million tons annually. 

The Food Administration has been able 
to reduce prices in this country and Cuba, 
and for export to the Allies, but not so far 
without the curtailment of supplies. The 
Louisiana crop was affected by a severe 
freeze in the Autumn, greatly decreasing 
the sugar crop, and fhe domestic beet crop 
was late, and was further retarded in reach- 
ing market by the troubles in rail transpor- 
tation. The eastern seaboard of this coun- 


Note—Asked if it were possible to make 


try for the last three months has been sub- 
jected to the greatest dearth of sugar in 
the recollection of the present generation. 
The producers of beet sugar were unable 
to send sugars from the West until late in 
November, owing to transportation difficul- 
ties, and the old Cuban crop ran out and 
most East Coast U. S. refineries had to 
close as there were no raws upon which to 
work. 

This brings us down almost to the time 
of the present writing. The new 1917-18 
Cuba crop is making good progress, a ma- 
jority of the two hundred and odd factories 
are at work, and the sugar is being made 
in about four times the quantity that ships 
are supplied to bring it to the United States 
for refining and consumption. Shipping 
tonnage is scarce; it is being supplied for 
the transportation of Cuba sugars in in- 
creasing quantities, but to what extent dur- 
ing the coming months cannot be prophe- 
sied. 


a forecast as to the trend of developments in 


the sugar industry, Messrs. Willet & Gray replied: 


“Upon mature reflection it seems to us that the whole future situation is connected very 
closely with peace, and when that condition arrives the Governmental control of sugar as 
regards the United States will cease, but as to when peace will come or under what conditions, 
and also as to what factors will bear upon the sugar situation in those times we feel that no 


‘ 


one in the sugar trade can predié¢t.” 





a 





REAL PATRIOTS 


“We talk about patriots in this country, but we do not know what patriotism is until we see 
in Russia examples of what I should call the patriotism of mankind. While in Russia I met 
some real patroits. There I met men and women who, for the benefit of their fellows, had 


spent three-quarters of their lives in prisons and chain-gangs. 


There I met the heads of the 


revolutionary groups, who, for fifty years and more, had been risking their all for Russian 
freedom—Madame Breshkovsky, Mr. Tchaikovsky and Mr. Lazaroff. Think of Bresh- 
kovsky, the Grandmother of the Revolution, 74 years old, a prisoner and an exile for 34 
years, still working night and day, with might and main, for the benefit of her fellow Russians. 
This group surrounded Kerensky, who believed in working out the social problem by the 
Russian labor classes in conjunction with the property-owning classes. Then again, I saw 
the workings of another group, equally patriotic, who believed that ultimate freedom, and the 
possession of the land, could only be worked out by the workingmen and the peasants. I 
can easily see how Marie Spiridovna, now a leading figure in Russian life, believes that free- 
dom is only to be realized by a government of workingmen alone. The Russian Revolution, 
only a few months ago, released this young woman, now only in the thirties, from fifteen years 


solitary confinement in a Siberian prison. 


“T will say right here, that if at any time during my travels I was a witness of deeds of 


wanton destruction and violence, it was not in Russia. 
If at any time I was in any danger, it was not in 


discourtesy or incivility, it was not in Russia. 


If at any time I was subjected to any 


Russia.”—Col. William B. Thompson in a speech to the members of the Rocky Mountain Club, 


of New York. 
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About Financial, Investment, Banking and Business Conditions 





“Labor Will 
Control”—C. M. Schwab 


At the eighth annual dinner of the “Old 
Boys” of Grammar School 40, at the Grand 
Hotel, New York City, Charles M. Schwab, 
President of the Bethlehem Steel Corpora- 
tion, an honorary member of the “Old 
Boys,” aroused a storm of applause when 
he said that the future would amply repay 
the United States for the hardships of war, 
and that days of commercial and social su- 
premacy were in store for this country. 


Mr. Schwab said that this was the age of 
the greatest material growth that the world 
had ever witnessed. 

“I feel fortunate,” he said, “to have been 
born in an age that witnessed the greatest 
material growth that has ever been known. 
This is particularly true of my business, by 
which I mean steel and iron, which are the 
most valuable natural resources that my coun- 
try possesses. I feel happy to have under my 
control that asset which can be used so great- 
ly for the welfare and benefit of my fellow 
countrymen. My good fortune is not the 
money which I have, but the fact that I am 
able to say that my possessions are for the 
good of my fellow citizens.” 

Predicting that the world was to undergo 
great social changes at the end of the war, 
Mr. Schwab said that he thought socialism 
was working for the good of mankind. “Call 
it socialism, social revolution, Bolshevism, or 
what you will, it is a leveling process, and 
means that the workman without property, 
who labors with his hands, is going to be the 
man who will dominate the world. It is go- 
ing to be a great hardship to the owners of 
property, but like all revolutionary movements 
it will probably work good. The sooner we 
realize this the better it will be for America. 
We must not fight this movement, but we must 
educate it. We must go among the people of 
the working classes and mingle with them, and 
learn their feelings and thoughts.” 

“The great effect of socialism would be 
the destruction of all aristocracies except the 
one of merit, Mr. Schwab declared. “The 
aristocracy of birth,” he said. “will cease to 
exist and the aristocracy of wealth will be no 
more. The coming aristocracy is to be com- 


posed of men who have done something for 
their country and the world at large, men who 
have worked for the good of mankind. Don’t 
think I am anxious to give away my wealth 
ind work with my hands. 


Indeed, there are 
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few of us who like to do what is good for 
them. But we will find that we must eat the 
pill, sweet or bitter.” 


McAdoo For 
Keeping Roads 
Director-General McAdoo has. come 
out flatly for Governmental direction of the 
railroads to continue as a permanent policy. 
He declared it would be impossible to un- 
scramble the unification of the systems. In 
prophesying permanent direction of the 























—Evening Mail. 
HANDCUFFED. _ 





railroads by the Government, he said he 
favored a development along the lines of 


the present possession. 


“IT don’t believe, and I so told the Senate 
Committee, that the public will ever be satis- 
fied to go back to the competitive system. In 
any case it will be almost impossible to re- 
store the old competitive system. A larger 
measure of Federal control will have to be 
worked out. I am personally in favor of work- 
ing out this larger measure of Federal con- 
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trol along present lines—the present lines of 
Federal control. 

“I feel very sure that is the situation and 
what is bound to come out of it.” 

“Do you believe in government ownership?” 
asked Senator Watson. 

“No, sir, I do not,” responded McAdoo, 
“but I believe some form of government regu- 
lation more comprehensive and _ intelligent 
than the old competitive system must be 
worked out when peace comes. Owners of 
railroad securities, shippers and the general 
public will have to be adequately protected 
before private owners can again operate the 
railroads. 

“Very great readjustments of the railroads 
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—New York Tribune. 
WORRYING. 


must come. Of course, in a short three weeks 
this work has hardly started.” ; : 

Director McAdoo did not believe period 
of six months after peace would allow enough 
time for readjustment. “If there is no time 
limit, Congress will have a free hand to deal 
with the problem,” McAdoo said. 

In an address, J. Spencer Smith, presi- 
dent of the Board of Commerce and Navi- 
gation of New Jersey, before the Newark 
Board of Trade at the Robert Treat Hotel, 
Newark, emboldened by a previous success- 
ful venture into the realm of prophecy, made 
a second excursion. 


“A litth over a year ago,” he said, “when 


I last had the pleasure of making a few re- 
marks before the Newark Board of Trade, I 
made the statement that if we were to find 
ourselves engaged in the great war now raging 
the Government in all probability would find 
it necessary to take over our railway systems 
and operate them as one. If I may be per- 
mitted, I am going to again venture into the 
realm of prophecy in connection with the rail- 
road situation and make the statement that 
no matter whether the railroads are govern- 
mentally owned or privately owned they will 
not again compete with one another as they 
have in the past. Further, that there will be 
a new basis for the fixing of rates; that there 
will be a rate to cover the line haul and an- 
other to cover the terminal charges; that the 
terminal facilities of all the railroads will be 
operated as one unit and will be publicly 
controlled regardless of in whose hands the 
operation of the same may be—the rate cov- 
ering the line haul will be on a mileage basis 
and the terminal charges will be in proportion 
to the service rendered ; that freight will move 
by the most direct route, and where railroads 
serve common points and the difference in 
mileage is slight, the same rate will prevail and 
the decision as to over which road the freight 
will move will be left to the shipper or re- 
ceiver. 


N. L. Amster of Boston, a director of the 
Rock Island, appeared before the House 
Committee on Interstate Commerce speak- 
ing in behalf of the Investors’ Protective 
Association of America, of which he is 
president, and investors generally. 


Discussing the bill for Government contro! 
and compensation, he said the present emer- 
gency offered investors an opportunity to af 
last free themselves from the intolerable 
wrongs that had been heaped upon them for 
half a century by a coterie of financial inter- 
ests who had entrenched themselves in 
control and management of the railroads. 
Unprotected investors, he said, if given an op- 
portunity to express themselves, would solidly 
endorse the plan of Governmental control in 
the main. As to proposed terms of compen- 
sation, he thought the bill did not do full 
justice to security holders. As the bill stands, 
it would work hardship on individual investors 
as well as insurance companies and savings 
banks. 

On the question of compensation by com- 
parison with other industries and corporations 
5%% on outstanding bonds and stocks ap- 
peared too small return on invested capital as 
evidenced by the fact that Congress in its tax 
act provided that only incomes in excess of 6 
to 9% on invested capital were subject to ex- 
cess tax. If that is considered reasonable in- 
come in other industries, why only 544% on 
railroad investments? The question of com- 
pensation should be individually considered 
and determined according to the facts in each 
case. 
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The National Association of Owners of 
Railroad Securities, of which S. Davies 
Warfield of Baltimore is president, has ob- 
tained from counsel an opinion on the pend- 
ing bill providing for the compensation of 
railroad companies during the time their 
property is under Federal control. On the 
important point regarding the failure of the 
bill to specify a time limit upon Federal 
control, this opinion says: 

“Federal power to control and operate the 
railroads, in the exercise of the constitutional 
power to make war, continues only during 
the war and for a reasonable time thereafter, 
and is distinct from the Federal power to ap- 
propriate the railroads in the exercise of the 
constitutional power to regulate commerce, 
establish post roads, etc.” : . : 

“H. R. 8172, by providing in Section Thir- 
teen ‘That the Federal control of transporta- 
tion systems herein, and heretofore provided 
for, shall continue for and during the period 
of the war, and until Congress shall there- 
after order otherwise,’ seeks to make this 
act not only an exercise of the war power, 
but also an appropriation in the exercise of 
the other constitutional powers.” 


Rhonda Wants 
75,000,000 bu. of Wheat 


The Food Administration has given out 
from Washington the appeal of Lord Rhon- 
da, the food administrator of England, for 
wheat from the United States as follows: 


“Unless you are able to send the Allies at 
least 75,000,000 bushels of wheat over and 
above what you have exported up to January 
1 and in addition to the total exportable sur- 
plus from Canada, I cannot take the respon- 
sibility of assuring our people that there will 
be food enough to win the war. 

“Imperative necessity compels me to cable 
you in this blunt way. No one knows better 
than I that the American people, regardless 
of national and individual sacrifice, have so far 
refused nothing that is needed for the war, 
but it now lies with America to decide whether 
or not the Allies in Europe shall have enough 
bread to hold out until the United States is 
able to throw its force into the field. I have 
not minced words because I am convinced that 
the American people, if they know the truth, 
will not hesitate to meet the emergency.” 

The following answer was cabled: _ 

“We will export every bushel of grain that 
the American people save from their normal 
consumption. We believe our people will not 
fail to meet the emergency.” 


“Guard Against 
Inflation”—A. J. Hemphill 
A great deal has been said and written 


recently about the financial world-leader- 
ship of the United States. But in consider- 





ing the subject we have been more disposed 
to think of our great accumulation of gold, 
our unequalled trade balance and our colos- 
sal Government financing than to contem- 
plate the responsibilities which such leader- 
ship imposes upon us, writes A. J. Hemp- 
hill, chairman of the board of directors of 
the Guaranty Trust Co., in the Journal of 
Commerce. 








—Philadelphia Public Ledger. 
BOTH BARRELS! 





_ “While there must and will be material elim- 
ination of competition for money, as well as 
curtailment of non-essential bond and secur- 
ity issues, the utmost caution must be exer- 
cised. It is a situation which, improperly 
handled, might easily jeopardize the prosper- 
ity, if not the solvency, of many private busi- 
nesses, both great and small, whose earnings 
must be relied upon to float the war loans and 
to keep the country economically sound. 

“The tremendous increase in our production, 
and especially in the value of our products, 
has necessitated an increase of money in cir- 
culation from $3,363,738,000 on July 1, 1913, 
to approximately $4,850,360,000 on July 1, 1917. 

“But we must guard against inflation of 
values and credits, which has little in com- 
mon with sound expansion. We must avoid 
fiat money and profit by Germany’s fiscal 
errors, which have plunged that nation into 
bankruptcy. 
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“If this war is testing the financial strength 
and resources of America it is also testing the 
moral and intellectual capacities of American 
financiers. World leadership in finance will 
be won quite as much by the scrupulous ob- 
servance of ethics as by the amassing of a 
great surplus of gold coin and bullion and 
by the accumulation of a huge credit balance. 
It will necessitate foresight and vision on a 
plane with constructive statesmanship. It will 
find its greatest field of usefulness and profit 
in promoting the welfare and happiness of the 
peoples of the world, for we have learned that 
our ‘splendid isolation’ is a myth, and that 
whatever disturbs the economic and monetary 
conditions of other nations inevitably disturbs 
our own. So world leadership in finance, 
rightly understood and properly used, will be 
one of the greatest factors, through helping to 
create universal prosperity and contentment, 
in making the world safe for democracy.” 


“Higher Liberty 
Bond Rate”—E. D. Hulbert 


E. D. Hulbert, president of the Mer- 
chants’ Loan & Trust Co. of Chicago, urges 
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—Financial America, 
“GETTING IN ON THE GROUND FLOOR.” 





that the rate of interest on the next Liberty 
Loan should be not less than 414 per cent. 


“It will not be good business,” he says, “to 
ask subscribers to a loan to pay par for a bond 
which they can buy on the market at 9614. 
Even at 444% a strong appeal to patriotism 
will have to be made to float the loan as the 





last bonds issued are now selling very close to 
a 4%4% basis, and there is little demand for 
them for investment purposes. 

“The 10,000,000 subscribers to the last loan 
of $3,800,000,000 now have a shrinkage of about 
3%c. on each dollar, or about $133,000,000 on 
the entire subscription. Certainly no bond can 
be put out at a less rate than 444% without 
the practical certainty that every subscriber 
would suffer dn immediate loss when he paid 
for his bonds. What sense is there in that, 
from any standpoint? 

“I do not agree with those who fear the 
effect of a higher rate on other securities. 
Other securities are, of course, bound to be 
affected by the flotation of these huge govern- 
ment loans, which absorb not only all funds 
available for investment purposes, but in many 
cases forre the selling of other investments 
for the nurpose of purchasing government 
loans. The effect will be much the same what- 
ever the rate may be. It is no help to the 
general market to have government bonds sell- 
ing at a discount, but quite the contrary.” 


Market Sentiment 
Optimistic 
A. A. Housman.—Whether .peace is a 

matter of months or whether the war is 
not yet in the final stage, the probability re- 
mains that from now until the end peace 
reports will play an increasingly important 
part in the stock market. The agitation by 
political groups within the Central Empires 
for cessation of hostilities may be serious 
or may be for home political effect; but the 
situation deserves attention from persons 
interested in market values who would look 
for stocks which may suffer least in the 
transition from war to peace and which may 
have attractions in the market immediately 
succeeding. 





Greenshield & Company (Canada).—It is 
becoming clearer every month the war is 
prolonged that the increasing scarcity of 
foodstuffs, with something like famine con- 
ditions in some parts of the world, must 
mean prolonged effort to replenish stocks 
Two years ago the prospect of peace was 
associated with the prospect of a sharp fall 
in commodity prices. In foodstuffs at least 
it is now reasonably certain that high prices 
must prevail for a long time to come. Our 
large areas of fertile land, awaiting develop- 
ment, have taken on increased value as an 
asset of Canada. The larger immigration 
of recent months reflects appreciation of the 
outlook in that respect. If sustained and 
well-directed effort can be made to increase 
production, Canada should be prepared to 
face the future with a reasonable degree of 
confidence. Prosperity in the agricultural 
parts of the countries will go far to sustain 
business in the commercial sections. 





Shonnard, Mills & Co.—We are bullish 
on stocks for 1918. The technical position 
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of the market is apparently impregnable, 
even the historic Garfield order causing 
hardly more than a tremor. The taking 
over the rails by the Government removes 
the greatest source of weakne$s in the 
market and guarantees $11,000,000,000 of 
securities. Domestic and foreign investment 
liquidation have entirely ceased and brokers’ 
loans are the lowest since the Exchange re- 
opened in 1914. The bear market is defi- 
nitely over, by all the precedents established 
by market movements in the past. The 
much advertised German drive in the West 
will fail and will mark the beginning of the 
end for the Central Powers. Peace is com- 
ing and peace will be a powerfully con- 
structive factor marketwise. Trust cases 
have been postponed (many think never to 
be reopened) and better treatment for big 
business in the future assured as a result 
of the lessons learned in the conduct of the 
war. Sound securities with large margins of 
earning over dividends can be bought at yields 
from 8 to 13%, notwithstanding the improved 
outlook. 


Goodbody & Co.—We are convinced that 
the market has been in a well liquidated 
position for some time, and that stocks are 
being accumulated on declines. In fact, we 
strongly suspect that declines are being en- 
couraged as an aid to accumulation at low 
levels. Moreover, we see, or think we see, peace 
signs multiplying in Germany. Democratic 
ideas are, at last, beginning to take hold of 
Germany. It may be that the Germans are 
getting ready to discard their Hohenzollerns 
only because the Kaiser’s war expansion 
program is doomed to failure. From what 
we hear, the banking interests—the broadest 
and most far-seeing of all Germans—are 
aiding the propagation of republican ideas 
among the soldiers. The bankers want, if 
possible, to save something from the finan- 
cial wreck that they foresee. In any case, 
we think it is not too soon to begin to buy 
stocks if you want to reap the full benefits 
of peace. Beyond question, many stocks 
are now cheap. Sure yields of 6%, 7%, and 
8% should be good enough for any reason- 
able investor. We are believers in nearly 
all copper, oil, equipment, electric, shipping, 
sugar, steel, and tobacco stocks, in most 
dividend paying rail stocks, and in most 
railroad and industrial bonds. We do not 
think the present is a good time to buy the 
motor, public utility, or munition stocks. 
Some of the individual stocks that look best 
to us are those of Industrial Alcohol, 
Smelters, Mexican Petroleum, United Fruit, 
\tlantic Gulf & West Indies, American Car 





& Foundry, General Electric, Chesapeake 


& Ohio, New York Central, Norfolk & 
Western, Illinois Central, and Louisville & 
Nashville. 





Hayden, Stone & Co.—As we see it, there 
are two great forces at work in this market; 
one adverse and the other constructive. 
The first is the destruction of wealth and 
property and the consequent tendency 
toward advance in the cost of capital. The 
other is the hope of reasonably early peace. 
The market has passed through two great 
stages of the war. The first was that when 
the war was confined to Europe, and this 
country was the market-place of the world, 
selling tremendous quantities of its products 
at high prices, and almost in spite of itself 
being enriched at Europe’s expense. It is 
doubtful if this condition could have con- 
tinued much longer to our benefit, but at 
any rate it was succeeded by the second 
stage, when the United States became an 
active participant. Despite theories to the 
contrary, the terrible cost of war has been 
brought home to us. We have seen war 
in its true light as a destroyer; not as we 
did at first in its false light as an inflater. 
Now we hope and believe that we are enter- 
ing on the third great period of the war, 
when the tendency henceforth will be to 
discount its ending. After all, it comes down 
to one’s opinion of the remaining length of 
the war. If one believes that it is to last 
three or five years longer, with the immense 
wastage which that involves, then one, 
logically, cannot but be conservative, even 
bearish, but if there seems a reasonable 
chance of the war coming to an end well 
inside that time, then one is justified in 
feeling hopeful on security prices, for there 
is no question of the effect of peace. 


Knauth, Nachod & Kuhne.—Underlying 
conditions are excellent and there are so 
many elements of strength in the situation 
as to justify hardheaded investors in taking 
a hopeful view of the outlook. So long as 
the war continues, however, its uncertain- 
ties and its ramifications must be the over- 
shadowing influence in this country as in 
all other sections of the war area. Peace 
discussions are being indulged in, and will 
continue to command public attention. The 
vitality of the country’s industries and the 
wholly unprecedented amount of new wealth 
represented by the production of American 
farms this year provide legitimate grounds 
for believing that this country will continue 
to show greater economic strength than 
any other belligerent nation during 1918. 














AS TO “NONESSENTIAL” COMMODITIES 
The War Trade Board is in receipt of an increasing number of inquiries concerning the so- 


called “nonessential list” of commodities. - 


It should be stated that no such list exists, and there is no official authorization for the 
statement that any such one isin contemplation in the near future. 
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LEADERS IN AMERICAN FINANCE AND BUSINESS 


SHERWOOD ALDRICH, President, Ray Consolidated Copper Co. 


“THE MAGAZINE OF WALL STREET, in my opinion, is a long step 
ahead of any like publication with which I am familiar. I read 
it regularly because of its sound criticism and unbiased analysis 


of values.” ( 


No. 16 in the series of successful men who read THE MAGAZINE 
OF WALL STREET 
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American Can Compared With 


National Biscuit 


National Biscuit Has Marked Time While American Can 
Has Made Great Strides Foreward—Business of Both 
Companies Stands Up Well in Periods of Depression 





By FREDERICK LEWIS 





ILL American Can be another Na- 
tional Biscuit? This is a ques- 
tion that has frequently been dis- 
cussed by close students of the 

intrinsic value and possibilities of the two 
properties. Both concerns have built up a 
thoroughly established business in their re- 
spective lines and have steadily added to 
their factories which are now located in 
all the important distributive centers of 
the United States. 

National Biscuit from a small beginning 
has developed into one of the most con- 
sistent money earners among the important 
industrial corporations of the country and 
has gained the confidence of the investing 





ceptional expansion in its present earning 
power is to be looked for. One reason for 
this is the increased competition that the 
company has had to meet in the last few 
years from such rival concerns as the 
Loose-Wiles Biscuit Co. 

The situation in regard to American Can 
is entirely different. In the last eight years 
the earnings of this company have nearly 
trebled. Conditions brought about by the 
war, it is true, have had an especially 
favorable effect on earnings, due to special 
war contracts for shells and an unprece- 
dented demand for the regular products, 
but big increases in earnings were shown 
before the war. For the four years ended 








DIVIDEND RECORD—NATIONAL BISCUIT 


1898 1899 1900-5 1906 1907-8 1909 1910 1911 1912-7 
Preferred ...... 7% 1% 1% 7% 1% 71% 1% 71% 1% 
ee eee ere 2% 4% 5% 6% 5%% 6% 8%% 1% 
AMERICAN CAN 
1903 1904-12 1913 1914-16 1917 
SRE EES ER e Letdee ee 2%% 5% 31% 1% 15.97% 
SNE EIR IRR A IG ea er None 








public by its splendid record. In ‘the last 
eight years, for example, earnings in no 
year fell below 914% on the common stock. 


Increased Competition 

On the other hand, National Biscuit has 
not shown any considerable increase in earn- 
ing power in the past decade. The aver- 
age earnings of the four years ended De- 
cember 31, 1917, were slightly less than 
the average earnings for the four years pre- 
ceding that. This would tend to indicate 
that the company has very nearly reached 
the pinnacle of its success and that no ex- 
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December 31, 1914, operating income was 
double the operating income shown in the 
four years ended December 31, 1910. The 
explanation for this remarkable increase 
is the steady upbuilding of the plants un- 
der an efficient management, combined with 
a steadily increasing demand for the com- 
pany’s products. 
Demand for Canned Goods 

The American Can Co.’s business is the 
manufacturing of tin cans, boxes, and con- 
tainers used for packing such important 
products as vegetables, fruits, meats, fish, 
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oils, paints, greases, tobacco, coffee, tea, 
cereals, syrups, chemicals, etc. The use of 
tin containers has increased enormously in 
the past decade. Every indication is that 
the demand will continue to be on an 
ascending scale for years to come, although 
a temporary recession from the extraordi- 
nary demands caused by the war is to be 
expected when peace comes. An important 
point to bear in mind is that the war has 
introduced canned goods to Europe as they 
have never been introduced before, and 
after the war it is believed that the exports 
of canned goods will be on a greater scale 
than before the war. 


in 1917. This $20,000,000 put into the 
property in the last eight years has brought 
all plants up to a high state of efficiency, 
greatly increasing the production and de- 
creasing costs. The company owns and 
operates plants in 34 cities in the United 
States and Canada and leases factories in 
four other cities. A new $1,000,000 plant 
is being erected at Oakland, Cal. 


Working Capital 
Working capital is now the greatest in 
the history of the company, being in the 
neighborhood of $25,000,000. This com- 
pares with only $8,600,000 in 1910. In 





Capitalization of NAT. BISCUIT CO. 
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In the last eight years surplus earnings, 
after dividends and after allowing for de- 
preciation charges amounting to an average 
of $1,000,000 per annum, totaled about 
$20,000,000. In 1913 $14,000,000 of sur- 


plus earnings were capitalized by a bond 
issue, the proceeds of which were used in 
part to pay off 24% back dividends due 
on the preferred stock. After this payment 
there still remained 8.97% back dividends 
on that issue, all of which were paid off 


spite of this huge working capital, the big 
business the company has in sight for 1918 
caused the management to recently put out 
$15,000,000 one year notes, the proceeds 
to be used to purchase tin plate and other 
supplies. There is every reason to believe 
that the year 1918 will compare very favor- 
ably with the record breaking years of 1917 
and 1916. 

The company’s bonded debt is gradually 
being retired by means of a sinking fund 
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which requires the purchase of $500,000 
bonds yearly. Through the operation of 
this fund bonded debt has been reduced 
from $14,000,000 to $11,800,000. (See 
Graph I.) 

Earnings 


In 1916 American Can earned 12.31% 
on the common stock, after charging off 
$2,500,000 for depreciation. Earnings for 
1917 are expected to show about 15% on 
the common stock after depreciation and 
war taxes. Of course, these earnings should 
be regarded as exceptional in view of 
special conditions brought about ‘by ‘the 
war. After the war a falling off is to be 
expected but there are good reasons for be- 
lieving that earnings will be maintained at 
a higher level than they were before the 
war. In 1911, 1912 and 1913 American 
Can earned an average of a little over 6% 
on the common stock. In view of increased 
plant capacity and stronger financial con- 
dition, an earning power in the period after 
the war of 7 or 8% would appear logical 
to expect, especially in view of the increas- 
ing popularity of canned goods. 

National Biscuit 

National Biscuit has a working capital 
of about $18,000,000, which is equal to one- 
third of its capitalization (American Can’s 
working capital is equal to a little over one- 
fourth of its total capitalization). This 
company is engaged almost exclusively in 
the manufacture of biscuits which are put 
up in world famous brands. Its largest 
plant is in New York City, embracing some 
35 acres of floor space. It operates in all 
37 plants located throughout the country 
and has more than 200 selling agencies. In 
1917 a new bakery was constructed in Pitts- 
burgh and sites for the erection of bakeries 
in Detroit and Cleveland were purchased. 

The war has been a hindrance rather 
than a help to National Biscuit. The‘in- 
creased cost of materials lessened the 
margin of profit, as the goods were held 
at the usual price of 5 and 10 cents for 
some time after the war started, although 
higher prices were finally charged. 

Earnings 

The fiscal year of the company has been 

changed from January 31 to December 31 


so that the last annual report only covers 
the 11 months ended December 31, 1917. 


For this period earnings were equal to 
9.88% on the common stock, after deduct- 
ing $300,000 for depreciation, comparing 
with 9.72% for the year ended January 
31, 1917. 

Graph II strikingly illustrates how the 
operating income of American Can rose 
from a level considerably under that of 
National Biscuit to its present much higher 
level. National Biscuit's earnings practical- 
ly stood still while American Can’s were ad- 
vancing by leaps and bounds. The latter’s 
earnings have shown a steadily advancing 
tendency, which clearly indicates that the 
growth is not due to freak conditions but 
to a healthy increase of business. 


In Line for Dividends 


The conservative dividend policy of the 
American Can Co. has now placed it in 
such splendid condition, both financially 
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and physically, that the common stock 
should soon join the ranks of the dividend 
payers. The company’s business is a very 
stable one and it should, therefore, be able 
to maintain its earnings well through both 
good and bad times. National Biscuit has 
paid dividends on its common stock since 
1899 without a break. When American 
Can common dividends are started there is 
good reason for believing that this com- 
pany will also be able to maintain them for 
many years. The facts brought out in this 
article tend to indicate that American Can 
common has very good possibilities of even- 
tually reaching an investment level that 
will compare favorably with that of Na- 
tional Biscuit common. 
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Remarkable Development in Last Dec- 
ade— Properties Acquired — Earn- 
ings and Financial Position— 
Outlook for Its Stock 














By BARNARD POWERS 





OCKHOLDERS of the United 
Fruit Company must have ex- 
perienced a genuine thrill of satis- 
faction when they read the report 
for the year ended September 30 last, which 
showed that the company attained a total 
operating income of approximately $17,- 

- 500,000 and showed 26.72% earned on its 
outstanding stock. The previous best year 
was 1916 when the company earned 27.97% 
on the stock and the best previous pre-war 
year was 1910, when 26.80% was earned 
on the stock. 

When one takes into consideration that 
$3,686,869 was deducted against the War 
Revenue tax in 1917, and that in 1910 
when the capitalization was considerably 
smaller, operating income totaled only $6,- 
000,000 in round figures, one perceives that 
from the viewpoint of earnings before taxes, 
the 1917 year stands head and shoulders 
above all former years. 

A Banana Business Romance 

The story of the rise of the United Fruit 
Company is the business romance of the 
banana. Not that the company deals in ba- 
nanas only, for its business is multifarious 
in character, but the banana is the back- 
bone and one of its most profitable branches 
of operations in ordinary times. 

To take up the details of United Fruit’s 
activities would take much more space than 
is allotted for this article. If the reader 
cares to go further in the matter, he will be 
repaid for his trouble by reading the inter- 
estingly written and finely illustrated book 
published under the auspices of the com- 
pany and entitled “The Conquest of the 
Tropics.” 

For the purposes of this discussion the 
company’s business may be divided into 
three classifications: 1—Growth and sale of 





tropical products, 2—Manufacture of sugar, 
and 3—Operation of steamships. 

The United Fruit came into its present 
corporate form in 1899 under the laws of 
New Jersey. In consideration of a cash 
payment of $11,219,500 it acquired the 
business and properties of the following 
companies: Boston Fruit Co., American 
Fruit Co., Quaker City Fruit Co., Buck- 
man Fruit Co., Banes Fruit Co., Dominican 
Fruit Co., Sama Fruit Co., Snyder Fruit 
Co., Columbian Land Co., Ltd., Tropical 
Trading & Transport Co., Ltd., and the 
New Orleans, Belize Royal Mail and Cen- 
tral American Steamship Co., Ltd. 

Of these companies all, except the last 
mentioned held lands and other properties 
in South or Central America or in the West 
Indies, the ownership of which is now 
vested in the United Fruit Co. The com- 
pany owns the entire capital stock of the 
Northern Railway Co. of Costa Rica and 
guarantees interest on its $1,600,000 5% 
bonds. 

In May of 1907 the company purchased 
the common stock of the Nipe Bay Co., 
which had issued $1,600,000 6% 10-year 
debentures for additions and improvements. 
These debentures were bought at a total 
cost of approximately $1,500,000. Later the 
Nipe Bay stockholders were offered an ex- 
change for the 6% debentures held by 
United on the basis of $45 in debentures 
for each $100 of Nipe stock. By this ex- 
change United obtained $3,382,700 Nipe 
Bay stock. In November of 1917, United 
made a proposition for the purchase of the 
assets of the Nipe Bay Co. on an exchange 
basis of share for share and this was rati- 
fied by the Nipe Bay stock last month. 

Enough has been said to indicate the 
aggressive policy of the company since its 
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incorporation and earnings indicate suffi- 
ciently that such expansion has not. been 
over-sanguine or unwarranted. 
Earnings 

An analysis of United Fruit’s earnings 
over a period of years shows a consider- 
able degree of fluctuations in the various 
main divisions of its operations, but a gen- 
eral upward trend. The advantages of 
having more than one string to one’s bow, 


for the last ten years has shown an advance 
each year over the preceding year with but 
two exceptions. Meanwhile, the company 
was expanding tremendously. Plants and 
equipments jumped from $26,428,000 in 
1911 to $53,960,000 at the time of the last 
statement, although in order not to be mis- 
leading it should be explained that in 1912 
by taking over the actual properties in 
which it had. a stock interest, the company 
cut down its investment account to ap- 








UNITED FRUIT COMPANY'S EARNINGS. 
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Total income in 1917 is after deducting $3,686,869 taxes paid and accrued, subject 
to final interpretation of the war revenue act, and $689,146 in 1916. In all other years 
regular taxes were deducted. Net income, as shown on the graph, is after deduction 
of interest charges, and surplus is the surplus for the year after payment of dividends. 





i.e, being in different lines of business, 
is well exemplified by this company. For 
instance in 1908, the sugar end of the busi- 
ness showed gross operating income of less 
than $500,000, but the fruit division 
showed a gross of $3,300,000 in round 
figures. In the following year income from 
sugar operations jumped to $1,168,000, 
while the fruit end showed only $2, 702,- 
000 round figures. 

Again in 1913 the sugar business slacked 
off tremendously, showing only an operat- 
ing income of $452,000, but the fruit busi- 
ness came forward grandly with a showing 
of $5,696,000. As a result of its diversity 
of operations, United Fruit’s total income 





proximately $7,000,000 from the 1911 total 
of about $18,000,000. 

Summarizing United Fruit’s ten years 
of operations it appears that during the de- 
cade the company earned total net profits 
of $62,486,000, equivalent to 190.16% on 
the average amount of stock outstanding 
during that time, and that the dividends 
paid from income and surplus, totaled $35,- 
802,000 or 57.3% of net profits. In short, 
the company has followed the policy of dis- 
tributing to its shareholders a little more 
than one-half of its earnings. Reducing 
these fi, to a yearly average basis it ap- 
pears annual earnings for ten years 
were $6,248,000 or 19.01% on the average 
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amount of stock outstanding. Average 
yearly dividends amounted to $3,580,000. 

From 1911 to 1917 the capital stock was 
increased from $27,000,000, round figures, 
to $48,800,000, and the funded debt from 
$9,400,000 to $17,600,000. Working capital 
during the same jumped from $5,- 
180,000 to $24,200,000, of which, at the 
time of the last annual statement, $7,440,- 
000 was in the form of cash in the banks 
and $10,000,000 in the form of a cash 
reserve to retire the 4-year 5% coupon notes 
of 1918. 

Financial Position 

The funded debt of the United Fruit Co. 
proper, consists of $3,200,000 44% per cent. 
debenture notes, due July 1, 1925; $2,550,- 
000 of a like issue, due July 1, 1923; $160,- 
000 debenture 5’s, due July 1, 1918, and 
$10,000,000 5 per cent. coupon notes, due 
this coming May. In addition the Nipe 
Bay Co. has outstanding $3,500,000 first 
mortgage 5’s, due May 1, 1925, and there 
are miscellaneous subsidiary funded obliga- 
tions totaling $1,732,081. The grand total, 
including the subsidiary obligations, is 
$21,142,081. 

Against the maturity of $10,000,000 
notes due this May the company is fully 
prepared, having set aside $10,000,000 as 
a cash reserve to retire the notes when they 
fall due. As the United Fruit Co. does not 
carry the bonds of its subsidiaries on its 
balance sheet the company proper, after the 
$10,000,000 5 per cent. notes and the $160,- 
000 debenture 5’s due July 1 next, are can- 
celled, will have a bonded debt of only 
$7,500,000, which is by far the smallest in 
years. Of course working capital will be 
decreased $10,000,000, but even then the 
company will have $14,250,000 plus what- 
ever additions may have been made since 
the time of the last annual statement. 

Equities for Stock 

The policy followed by the company of 
putting approximately 42 per cent. of net 
earnings each year back into the property 
has resulted in the creation of very consid- 
erable equities behind the stock. On Sep- 
tember 30 last the net tangible assets ap- 
plicable to the outstanding stock, without 
including the company’s Nipe Bay equity, 
totaled $73,990,460 or the equivalent of 
$151 per share. United owns 66 per cent. 
of the stock of the Nipe Bay Co. which, 


at that time, had assets totaling $7,379,144. 
United equity in these assets figures out to 
about $10 per share on United’s stock, so 
that the company’s issue has a total book 
value of about $161 per share. 


Market Value of Stock 


While United Fruit stock has a book 
value of $161 per share it does not neces- 
sarily follow that such a valuation will be 
transmuted into market quotations. In fact, 
precedent is all the other way, since few 
investment issues, unless the subject of 
manipulative tactics, ever attain their book 
values in the open market. 

Our investigation has shown that owing 
to the diversity of the company’s operations 
—raising and sale of tropical fruits, sugar 
industry and steamship business,—it has a 
safety factor which gives great. stability 
to earnings. During the last seven years 
United has earned on an annual average 
approximately 19 per cent. on its outstand- 
ing stock. During the three pre-war years, 
1911, 1912, 1913, the company averaged 
16 per cent. on its stock each year. Or- 
dinarily it would be difficult to conceive of 
a combination of circumstances which 
would prevent the company from earning its 
present 8 per cent. dividend rate and even 
more difficult to imagine circumstances 
which would necessitate the passing of that 
dividend. But-the possibility of the Gov- 
ernment’s commandeering United’s entire 
American fleet, of which it has already 
taken five, is a threatening factor. 

The company’s financial position is the 
strongest in years. Before the end of the 
year its bonded indebtedness will be the 
smallest ever and its working capital the 
largest in proportion to gross business. 

If it were not for the uncertainties of war 
we would have no hesitation in recommend- 
ing the purchase of United Fruit at 120 
per share as United’s earnings and finan- 
cial position would indicate something bet- 


ter for the stockholders than the present 


dividend rate. But at 120 the stock yields 
only 6.6 per cent., which is not a partic- 
ularly attractive yield for an industrial in 
these times. As it seems unlikely that the 
dividend rate will be increased while the 
uncertainties of commandeering, war-taxa- 
tion and the like exist, conservatism de- 
mands, -unless the purchaser is willing to 
regard his stock as a speculation, that He 
wait until these uncertainties are dispelled. 

















Right and Wrong Methods of Invest- 


ment and Speculation—Conrd. 
A Security Is Not Always Cheap Because Its Price Is Low, 


But Well Selected Low Priced Stocks Often Pay Hand- 
some Rewards 





By RICHARD D. WYCKOFF 





PROFESSIONAL man of my ac- 

A quaintance recently told me he had 

several thousand dollars tied up in 

low priced stocks, and was there- 

fore unable to take advantage of any bar- 
gains that might come along. 

“If prices go lower,” said he, “I shall 
have to put up more margin or sell.” 

Multiply his case by several hundred 
thousand, to represent the multitude of peo- 
ple who have been tied up and “putting 
up” during the recent months of liquida- 
tion and you see why prices often decline 
below a level warranted by conditions, 
earnings and values. 

I inquired what kind of stocks he held. 
He named a large collection of Catzandogs. 

“Why do you always lean so strongly to 
the low priced stocks?” I asked. 

“They look more attractive tome. They 
haven’t got so far to go down.” 

“Yet you seem to have lost money copi- 
ously,” I ventured. 

“Yes,” said he, “I have lost a lot of 
money this year. It’s been a case of put 
up or take up and sometimes I have done 
both and then had to sell some that I had 
paid for in full to get money to protect 
holdings on margin.” 

I explained to him that he was making 
two mistakes; viz., buying at the wrong 
time, and failing to carefully select his low 
priced shares. These are common errors, 
and millions of dollars are lost thereby. 

There is a class of people who deal in 
nothing else but “cheap” stocks. On the 
Curb there are a dozen or more concerns 
known as “Market Letter Houses,” so des- 
ignated by reason of the weekly market let- 
ters which they issue regularly to from ten 
to fifty thousand clients and prospects. A 
large part of the business of these houses 
is in the very low priced, cents-per-share 
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mining stocks. Somehow, they say, some 
persons would rather buy twenty thousand 
shares of a mining prospect at ten cents 
per share than twenty shares of a real divi- 
dend paying stock at a hundred dollars 
per share. Perhaps these clients reason 
that the ten cent stock might be worth a 
dollar a share some day and that would 
give them twenty thousand dollars which 
would be some money, whereas the best 
the hundred dollar stock might show would 
be a profit of maybe five hundred dollars. 

But for every one of such stocks that 
come through there are a hundred that go 
wrong, and into this sink-hole there is 
poured every year more money than is 
needed hy the Red Cross. 

Then there is another kind of buyer of 
cheap stocks, who “always trades in Erie, 
and buys it outright, mind you.” He has 
a rule which he faithfully follows, which 
it to buy Erie around 20 and sell it around 
30. Perhaps he don’t realize how close 
Erie has come to receivership at times and 
how he might have had to pay an assess- 
ment and see his stock go way down. 

In former years Erie and M. K. & T. 
used to race for the booby prize in every 
depression. M. K. & T. finally won by 
attaining receivership a year or two ago. 

At the present time some railroad stocks 
of the best grade are returning 8% on the 
investment. An 89% stock is therefore 
worth say $100 a share or $12.50 for every 
1% paid. The theoretical value of a stock 
paying 2% would therefore be $25 and a 
1% issue would be worth only $12.50. 
Carry this out to its logical conclusion and 
a non-dividend payer would be worth noth- 
ing. But as every stock has a certain spec- 
ulative value, even those not immune from 
receivership, sell from 10 to 15 on their 
prospects. While still in this class Erie 
common touched 5234 a dozen years ago, 
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and then sold down to 12 when Harriman 
saved it from receivership in 1907. 


Growth or Decline 


Every railroad, industrial or other kind 
of corporation is constantly moving toward 
a higher or a lower plane of earnings, 
finances and prospects. None ever stand 
still. Always the opposing destructive and 
constructive forces -are at work, heading a 
stock toward an investment position or to- 
ward reorganization. Few properties go 
along for any great length of time without 
approaching one or the other. 

It is therefore the first business of the 
investor and the speculator to select, if he 
feels impelled to buy low priced securities, 
those which are financially strong enough 
to withstand the stress of bad times. All 
those weak roads such as Wabash, Mis- 
souri, Kansas & Texas, etc., that became 
insolvent in late years, had hung on with- 
out making any real money for years, and 
when the pinch of poor railroad credit 
came along it ditched them. 

U. S. Steel common was once headed in 
the same direction. In 1903 it sold down to 
20 as a 4% dividend payer, then slumped 
below 9, when the dividend was passed. 
The Street agreed that the preferred would 
have to cut its dividend and many expected 
a reorganization and a scaling down of 
capitalization. But Steel common below 10 
was a bargain in a low priced stock, for 
the company had enormous potential 
strength and earning power. 

During the last fifteen years or so, the 
following leading industrial stocks have 
sold at these low round figures: 


Am. Can.......... 2 Am. Wool........ 
Beet Sugar... 8 Hide & Leath. pfd. 10 
em hhetwe tile 6 Am. Car F -ll 
U. S. Steel........ 9 Am. Locomotive... 11 
Steel... 8 Central Leather... 12 
Anaconda ........ 15 


With $10,000 you could have bought one 
hundred shares of each and all the above 
stocks. In 1916 Bethlehem alone sold at 
$700 or seven times the cost of the lot. 

Go a little farther back and you will find 
that the same money-making possibilities 
were presented in many of the rails now 
looked upon as high grade, but then grovel- 
ing in the single figures or tens, twenties 
and thirties. For instance, Jersey Central 
used to sell at 2, Reading at 74, Atchison 


below 9, Canadian Pacific 33, C. & O. 11, 
Lehigh Valley 18, Norfolk & Western 9, 
Northern Pacific 3, Southern Pacific 12, 
Union Pacific 2, etc. And these were only 
some of the opportunities. 

Scientific Selection 

Money is to be made by buying the low 
priced issues, but they must be scientifi- 
cally selected. The difficulty is in choos- 
ing the right ones. If this is well done, 
the possibilities are greater than in buying 
any other class of securities for profit. 
Take the low of Bethlehem Steel in 1907, 
viz., 8, and compare its rise to 700 (87% 
times its low), with Union Pacific, which 
rose from par ($100) in 1907 to 219 
(2 1/5 times its low) a year or two later. 

It therefore is clear why so many “in- 
vestors” favor low-priced stocks, but con- 
sidering the risk involved it is doubtful if 
the composite man makes much money out 
of them after deducting losses on those 
which go to the bad. There'is, however, 
a way in which the selection may be made 
a little more scientifically than has been 
the general practice, and I will make a few 
suggestions with this in view. 

The first move should be to determine 
the industry which promises to develop to 
the greatest extent in the shortest length 
of time. Next, select a low priced stock 
which is representative of that industry. 
Then be sure the finances of the company 
are sound, and that the business is run by 
competent, reliable , and in the in- 
terests of the stockholders. Buy the stock 
during a depression and wait. It may be 
months, or even years before your judg- 
ment, if correct, is vindicated, but a low 
priced stock costs little to carry, hence in- 
terest on your money does not run up the 
cost per share. 

Looking over the industrial field, we 
briefly note these respective situations with 
regard to the following: 

Ratroaps: Under Governmental con- 
trol. Future uncertain. Possibilities lim- 
ited. 

STeEts: Industry on the down grade. 
Absence of tariff may bring foreign compe- 
tition after the war. Reaction from high 
costs, selling prices and labor may be severe 
and lead to demoralization when hostilities 
cease, or sooner. Watch for bargains in 
low priced stocks at that time. 
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Morors: Great future. Buy sound low 
priced stocks whenever to be had. Some 
offering now. 

Munitions: Peace must follow war and 
then these companies will be compelled to 
seek other fields. Earnings problematical. 
Avoid them. 

EquipMENts: Government control of 
railroads might mean Federal construction 
of equipment, or control of prices. Too 
uncertain. 

Coppers: Time to buy is when the price 
of metal is low. Wait for it. Not in sight 
now. 

Cuatn Stores: A growing industry. 
Great possibilities, as these compaines in- 
crease earnings out of profits and the best 
of them redeem preferred issues. Very 
good for this purpose if any low priced 
issues available. 

Mar Orpver: Great field but no low 
priced issues to be had. 

Or: Frequent opportunities in this rap- 
idly expanding industry, but peace might 
alter the situation. 

Mininc: All mines are “prospects” in 
their early days, but very few “prospects” 
become mines. 
tioned in this issye. 
Mining Stocks of Merit.” 

Taking the motor stocks as one of the 
most -promising classes among those men- 
tioned, we find two issues worthy of our 
attention. One of these is Peerless Truck 
& Motor Corpn., described on page 522 of 
our Jan. 5th issue. Since that article was 
written the U. S. Government has paid the 
company $2,500,000 for its Long Island 
City plant, so that the company has on 
hand enough cash to pay off all of its out- 
standing notes at par. Its working capital 
is equal to the entire par value of the stock. 

Earning an average of $10.50 per share 
for the past three years, and with business 
booked way ahead, a company whose stock 
is still around $16 or $17 per share, is 
one well adapted to the low priced- stock 
buyer. 

Another is Willys-Overland common, 
now selling at $16 and fully described in 
our Dec. 5th number. The reduced rate 
of dividend ($1 per share per annum) is 
not to be regarded as an indication of lower 
value, but merely a sign that the company’s 
financial strength and earning power is be- 





ing carefully guarded so as to enable it to 
maintain a small dividend in a transition 
period like the present. 

Having satisfied ourselves that the above 
main factors are in sound shape, it is the 
future growth of Willys with which we 
should concern ourselves. Besides its reg- 
ular line of autos and trucks, it is building 
a very low price car just above the field 
of the Ford. This should greatly expand 
its earnings. Through its subsidiary, the 
Curtiss Aeroplane & Motors Corpn., which 
it controls, it has a strong hold on the aero- 
plane business and has already booked im- 
mense Government orders. One requires 
but the use of imagination to picture the 
probable future of this concern, still backed 
and guided by the same hand that forced it 
in the front rank in the motor world. 

These two low priced stocks are men- 
tioned with a view to showing how they 
should be selected. It is not any one of the 
three factors—financial soundness, earning 
power and promising future—but a combi- 
nation of all three that makes the ideal 
stock in this class. 

I remember buying in June, 1904, one 
hundred shares of U. S. Steel common at 
8%, and saying to myself, “I'll put this 
away for my grand-children. Some time 
in the next few years it will resume its 
4% dividends, and that will net me 44% 
on the investment.” What I did with that 
hundred shares is another story, but the 
principle is very clear. 

Upon looking up the dividends since 
then I find that my $900 investment, if 
held, would have returned $4,825 in divi- 
dends for the thirteen years to the end of 
1917, and could have been sold in that 
year for $13,662.50, a total of $18,487.50, 
or twenty times the original cost. 

The method by which I decided that 
Steel common was a purchase at 10, or be- 
low will be found in Vol I, No. 1 of THe 
MAGAZINE OF WALL Street, then (1907) 
known as “The Ticker.” It is also pub- 
lished in “Fourteen Methods of Operating 
in the Stock Market” ($1.06 postpaid) un- 
der the title of “Forecasting the Stock Mar- 
ket.” Many of our readers are supplied 
with this book. 


In HIS NEXT ARTICLE Mr. WycKoFF WILL 
SHOW HOW THE PUBLIC BUYS ON BULGES. 
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Railroad and Industrial Digest 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
; RECOMMENDATIONS, to purchase or sell. 





| Note—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and Mining 


Digest, contain condensations of the latest news regarding the 
aré not to be considered official unless so stated. Neith:r 


cate, and only f; 


have every reason to 


companies mentioned. The items 
MAGAZINE OF WALL STREET 


are accurate and trustworthy. 


Investment commitments should not be made withou! further corroboration.—Editor. 





RAILROADS 





BOSTON & MAINE—Purchase by Mas- 
sachusetts Recommended—Possible pur- 
chase of the Boston & Maine as a means of 
protecting the State, was suggested in the 
annual report of Attorney-General Henry C. 
Atwill, made to the Legislature on that date. 


CHIC., BURLINGTON & QUINCY—. 


Opera Income Monthly state- 
ment pon baw 1917, showed gross op- 
erating revenues of $11,342,614, an increase 
of $7 over the figures for October, 
1916, and an increase of $1,252,818 in operat- 
ing enses. As a result the operating in- 
come for the month fell off $1,365,292, part of 
this being due to heavy tax increases. For 
the ten-month period total operating rev- 
enues were $101,573,663, total operating ex- 

nses- $65,812,572 and operating income 

639,580, a decrease of $1,924,601. 


CHIC., ROCK ISLAND & PAC.—Divi- 
dends Not Special—N. L. Amster states: 
“Some one has been distorting the facts re- 
specting the recent dividends. Information 
has been sent to the Interstate Commerce 
Commission that the Rock Island directors 
met at 11 o’clock p: m. on Dec. 31 (or an 
hour before the President’s. proclamation 
came into effect), and declared a special 
dividend, all of which is absolutely untrue. 
The dividend on the preferred was not 
‘special.’ The company earned, for the year 
just closed, the full dividend on preferred 
issues besides 7.4% on the common. In 
1916 it earned 10.75% on the common and 
not a cent of that was paid to stockholders. 
In addition, in 1917, 7.4% was earned on the 
stock and not paid out; or a total of over 
17 per share on the common during the 
st two years, all of which remained as 
working surplus. Furthermore, over $30,- 
000,000 of the stockholders’ cash has been 
used to pay off collateral loans and maturing 
obligations, instead of refunding same by 
sale of new securities. Few railroads in this 
country have their maturing obliga- 
tions extension and improvements out of 
earnings and treasury cash, as has the Rock 
_ Island, and few railroads are in a better po- 
sition financially or have less future matur- 
= aa to meet than the Rock 
sland.” 


SEIS Pesmnecte for Blanket Mo 
Prospects of eating a 000,000 blanket 
mortgage to refund all outstanding Erie 


bonds has become brighter since the Gov- 
ernment’s bg ne of earnings was an- 
nounced. dividend on the first preferred 
is not considered likely just yet, but the 
equities for all issues will doubtless expand 
under the new arrangement. In point of 
view of market activity, Erie common was 
next to Erie Ist pfd. e common will show 
about 1.6% under the Government’s guaran- 
tee of net operating income. This is after 
~ * fated for full dividends on the Ist and 2d 
pfd. 


MISSOURI PACIFIC—To Acquire Dela- 
ware Co.—Missouri Pacific R. R., a Missouri 
corporation, has filed a petition with the 
Illinois Public Utilities Commission asking 
for authority to purchase the line of the 
Missouri Pacific R. R., a Delaware corpora- 
tion, and has asked for a certificate of con- 
venience and necessity to operate the road 
in Illinois and for permission to extend a 
lien of first refunding mortgage bonds of the 
Missouri Pacific R. R Co., a Missouri cor- 
poration, over the Delaware corporation. 


N. Y. CENTRAL—Dividends Assured— 
November operations were about as dis- 
couraging as any in previous months of 1917, 
the net showing a falling off of $1,884,174. 
The surplus after charges was only $711,087. 
For 11 months the surplus after charges was 
$21,704,858, a falling off of $18,443,000. This 
is on a 12 months’ basis, equivalent to about 
91%4% on the stock. N. Y. Central’s strong 
point is that the three-year average as ap- 
plied under the President’s plan is assur- 
ance to Central of the dividend and a com- 
fortable surplus. 


N. Y.. NEW HAVEN & H.—Earning 
$1.60 a Share—If gross for December, 1917, 
equaled December, 1916, total earnings for 
1917 will exceed $85,600,000, which is $5,183,- 
000, or over 6%, larger than the total for 
191 However, net after taxes for 11 
months ended November 30 was $1,665,251 less, 
or nearly 8% under the corresponding period 
of 1916. The increase in operating expenses 
and taxes for 11 months is thus over $6,848,000. 
Surplus after cha for the 11 months’ period 
was orily $2,521,168, against $4.649,927 for the 
corresponding period of 1916, a decrease of 
over 46%. In November there resulted an ac- 
tual deficit of $132,778 after all deductions, the 
first shown for a long time. . For the most 
part, this deficit resulted from shrinkage in 
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net as the result of rise in operating ex- 
penses, although interest charges were $156,- 
000 larger than in November, 1916, due to 
the inclusion of more items in that month. 
Assuming that nothing was added to sur- 
plus in December, the balance available for 
the stock for the year ended Dec. 31, 1917, 
would be approximately $1.60 per share on 
the 1,571,179 shares outstanding. This would 
compare with $3.53 per share in the year 
ended Dec. 31, 1916. In 1918 New Haven 
will be helped by declaration of 2% dividend 
on Ontario & Western, of which it owns 
$29,160,000, and means $583,200 additional 
revenue. The 2% dividend on Rutland pid. 
stock, of which New Haven holds $2,352,050 
means $47,041 additional revenue. 


NORFOLK & WESTERN—Earned Over 
15%—For fiscal year earned about $18,460,- 
000, or 15.3% on $120,445,000 common stock. 
In the previous year the earnings were $20,- 
880,401, or 17.5% on $119,175,400 common. 
The 11 months’ statement showed $60,555,- 
477 railway operating revenue, an increase 
of $5,905, or 11%. The shrinkage in net 
railway operating revenue, due to higher 
operating ratio, which was 62% in 1917, 
against 56% in 1916, amounted to $992,818. 
While this was, in comparison with many 
other roads, a light falling off in profits, an 
increased charge for war taxes, amounting to 
$2,397,000, brought about a decrease in sur- 
plus over fixed charges of $2,363,541. The 
11 months’ surplus for 1917 is $17,690,880, 
and estimating that for the month of De- 
cember at $1,690,000, or an amount equal to 
the November surplus, the year’s total 
would be $19,380,000. Preferred require- 
ment is $120,000, which leaves a balance of 
$18,460,000 earned on the common during 
the year. 


PENNSYLVANIA — Earning 8%—Be- 
cause of the magnitude of its business, it is 
dificult to estimate with exactness in ad- 
vance of the official figures operating results 
for the fiscal year, but a trifle over 8% is in- 
dicated on $499,265,000 stock. This com- 
pares with 10.4% in 1916, 8.49% in 1915 and 
6.8% in 1914. Total railway operating rev- 
enue, which has been of unprecedented pro- 
portions ,for the 12 months will be around 
$256,300,000, an increase of about $26,000,000. 
By far the greater part of the loss in earn- 
ings for the stock is due to the increased 
operating expenses. About $40,300,000 
should be shown over fixed charges in the 
year, and of this decrease of about $12,000,- 
000, about $1,400,000 is accounted for by 
larger tax appropriations, $1,300,000 to 
smaller “other income” and $634,131 to 
heavier fixed charges. Congestion of traffic 
and other difficulties of operation stood in 
the way of maximum gross in November, 
but the peak of the load usually is between 
Aug. 1 and Oct. 31. Net declined radically 
since. Combined with generally increased 
costs has been the congestion of traffic, 
which has made it proportionally more ex- 





pensive to move freight, ordinary efficiency 
being impaired by the unusual conditions. 


PITTS. & WEST VA.—$840,000 Realized 
from Subsidiary—Pittsburgh Terminal R. 
R., a subsidiary, recently declared two divi- 
dends of 3% on its $14,000,000 of stock. All 
of the stock is owned by the railway com- 
pany. The first dividend, an initial distribu- 
tion, was paid Dec. 31, 1917. The second 
dividend is payable in June, 1918. The total 
cash involved in these two dividends 
amounts to 000, equivalent to the full 
6% on the $9,000,000 Parent preferred, and 
an additional 1% on the 000,000 com- 
mon. Since the railway company earns suf- 
ficient to pay the full 6% on preferred this 
distribution of ,000 may be said to appl 
ae to the common. On this basis it is 
equivalent to $2.80 on the common. The 
coal company which made these dividends 
possible figured prominently in the reorgani- 
zatiomeof the Wabash-Pittsburgh Terminal, 
predecessor of Pittsburgh & West Virginia. 
During the fight over the reorganization the 
coal properties are said to have been offered 
for sale for $6,000,000. These coal lands are 
located within convenient reach of the 
Pittsburgh industrial district and are earn- 
ing at a rate of about $5,000,000 a year. The 
largest equity of Pittsburgh & West Vir- 
ginia rests in these coal properties. 


SOUTHERN PACIFIC—Decline in Op- 
erating Income—A new segregation appears 
in the earnings statement for November and 
for the first 11 months of 1917, just issued. 
The new item covers receipts from steam- 
ships, roads, equipment, etc., operated by the 
Government or rented to other roads. The 
addition of this and the work entailed there- 
by presumably explains the delay in prepar- 
ing the November report. Net operating in- 
come for November after taxes showed a 
decrease as compared with last year of more 
than $1,000,000, and the addition of receipts 
from rentals, etc., reduced this loss to $258, 
453. All items relative to revenue and ex- 
penses for the 11 months’ period show in- 
creases as compared with last year, and the 
net result was a gain in net operating in- 
come for the period of more than $10,- 


SOUTHERN RY.—Gain in 
Company continues to make gains in earn- 
ings while the northern lines show losses. 
The November statement shows a gross in- 
crease of $1,383,204, or nearly 20%, and the 
net a betterment of $109,000, or 4.61%. The 
pfd. stock is rather inactive, but firm, and 
investment buyers have been picking it up 


- below 60, while the common has been some- 


what of a Seger since the better 
understanding has developed with respect 
to the low-priced, non-dividend paying rails. 
None of them is expected to receive any 
dividend recognition during the period of the 
war except in the case of the recently re- 
organized roads. 
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BETHLEHEM STEEL—Work Suspend- 
ed to Conserve Capital—Some time previ- 
ously company suspended new construction 
work at Sparrows Point, with the result that 
many men were thrown out of oy 
It was planned to spend $15,000, where 
this work was abandoned. The reason was 
that the comnpany wished to conserve its 
cash resources. The Government has since 
advanced $5,000,000 to continue the work. 
The assets include no Russian securities, but 
it holds $42,000,000 of British securities. The 
question of dividends to be declared at the 
next meeting of the directors has not been 
taken up for consideration. It was an- 
nounced that there is no truth in the report 
that additional financing is contemplated. 


CENTRAL LEATHER—7% on Common 
Interests close to company feel 
fairly confident that 1918 will witness a re- 
turn to holders of the $39,701,000 common 
of not less than 7% and perhaps as much as 
the 9% distributed in 1918, About tht only 
safe prediction that can be made is that the 
directors will be conservative. Company 
closed on Dec. 31, 1917, the year of largest 
gross overturn and actual net profits in its 
entire career. It seems reasonably safe to 
expect profits for the common after all de- 
ductions of at least p74 per share. In 1916 
company showed 33.14% for common. The 
final balance for 1917 after all deductions, 
including the excess tax, may run a little 
Lec than this, but it is not likely to drop 
below. 


CRUCIBLE STEEL—Dividend Not Con- 
sidered—Following regular meeting of the 
Board of Directors, secretary stated that it 
had been declared unwise to consider any 
dividend on the common during 1917. The 
view of all was that every resource should 
be devoted toward aiding the Government 
to win the war. 


CUBA CANE SUGAR—At the annual 
meeting it was announced that accounts and 
bills payable totaling between $10,000,000 
and $11,000,000 on Sept. 30, 1917, were re- 
duced to about $6,000,000. It was stated that 
in a general way it would be the policy to 
strengthen cash position so as to eliminate, 
so far as the nature of the business will per- 
mit, the borrowing of funds to finance its 
annual crop. Average price received for 
sugar was about 4.51 cents a pound, as com- 

with the price of 4.60 allowed by the 

‘ood Administration. Costs of production 
are somewhat higher, but increased sucrose 
content and increased production should off- 
set. It was stated that no consideration 
would be given to the question of common 
dividends until the end of the grinding 
season. 


DISTILLERS SECURITIES — Earned 
22% in 1917—It is understood that for the 
last six months of 1917 company avera 
to earn net of $1,000; per month. e 
actual profits for the year before excess 
profits taxes were better than 22% on the 


$32,282,000 stock. Even if the war were to 
end in the spring of 1918 Distillers has irre- 
vocable contracts running through July that 
should insure profits at the rate of $1,000,- 
000 per month for that length of time. 
It has in net quick assets alone a balance.for 
the stock of almost $40 per share. 


GENERAL MOTORS — Production 
Crossed 200,000—Production in 1917, for the 
first time, crossed the 200,000 mark, the total 
output of passenger cars, exclusive of trucks 
and tractors, running in excess of 202,000, as 
compared with 129. in 1916, a gain of 56%. 
Thereby Motors was officially ushered into 
second place as America’s largest automo- 
bile producer, next to Ford. Buick produc- 
tion alone totaled 126,000, as compared with 
76,300 a year previously. Cadillac naturally 
showed the smallest actual and percentage 
gain with 19,700 cars, as against 17,800 the 
year previous. 


GOODRICH—Status January, 1918— 
While company has a capital of $90,000,000, 
an attractive feature of its financial position 
is that its charter calls for the retirement of 
a portion of the preferred each year out of 
earnings. When the consolidation of the 

and Diamond companies was ef- 
fected several yeere previously, the Goodrich 
company had $30,000,000 of 7% pfd. stock 
outstanding. Through this regular retire- 
ment the outstanding pfd. has been reduced 
to $26,000,000, or an annual saving in divi- 
dends of $280,000. The Goodrich manage- 
ment has been conservative in the matter of 
dividends. Disbursements on the common 
stock amount to only about one-third of the 
earnings after preferred. 


GOODYEAR—Gross in 1918—Gross sales 
of two months are running at the rate of 
$130,000,000 per annum. This is more than 
double the gross sales of $63,950,000 during 
the fiscal year to Oct. 30, 1916, and well 
ahead of the gross of the 1917 year of $111,- 
450,643. There have been few greater in- 
dustrial expansions than the growth in 
Goodyear from a concern with only $2.189,- 
000 of gross in 1907-1908 to one with $111,- 
450,643 of sales, more than 50 times as much, 
only ten years later. Goodyear is one of 
the largest consumers of rubber in the 
world. In 1917 it used 24,000 tons, or 10% 
of the total world production. Goodyear 
doubled its plant system during 18 months 
and has plants capable of turning out $200,- 
000,000 of products annually. Goodyear of- 
ficials expect gross sales for the 1918 fiscal 
year of $150,000,000, or $40,000,000 more than 
during the 1917 period to Oct. 31. Author- 
ity has been given this company to double 
its capital stock from $50,000,000 to $100,- 
000,000. Common and preferred shares alike 
are doubled. 


GULF STATES STEEL—Operating In- 
come 1917—Net operating income for De- 
cember, 1917, was $370,905, against $243,318 
for December, 1916. For the year ended 
Dec. 31, 1917, net was $4,199,925, against $2,- 
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650,006 for 1916. War revenue taxes are 
roughly estimated at $1,000,000, subject to 
final interpretation. Deducting taxes, ap- 
proximately $3,200,000 was earned applica- 
ble to pfd. and common stocks, the company 
having no funded debt. Annual dividend 
requirements of $140,000 on the $2,000,000 7% 
cumulative Ist pfd. were earned 23 times. 
About $3,060,000 is shown on the $9,000,000 
second preferred and common stocks, or $34 
a share. 


LACKAWANNA STEEL—Balance After 
Taxes $45 a Share—Nothwithstanding the 
difficulties which the steel trade experienced 
in December, preliminary estimates of earn- 
ings indicate that net in the closing quarter 
will be at least as large as, and probably 
somewhat larger than, that of the June quar- 
ter of 1917, the previous record three 
months’ period, in which $6,907,631 was 
earned after charges and depreciation. This 
means that over $25,000,000 will be shown 
before deducting excess taxation for 1917, 
estimated at $9,500,000. Balance applicable 
to dividends may be placed at $15,500,000, 
nearly $45 a share. Earnings of $15,500,0 
net for stock for 1917 would compare with 
$12,218,234 in 1916, $2,409,108 in 1915 and a 
deficit of $1,652,444 in 1914. After the pay- 
ment of regular and extra dividends, Lacka- 
wanna should add between $11,000,000 and 
$11,500,000 to its surplus from 1917 earn- 
ings. Surplus on Dec. 31, 1916, stood at 
$20,300,506, bringing total surplus to over 
$31,000,000, or nearly $90 a share. 


MAXWELL—Improvement Maintained— 
Has shown a remarkable expansion in earn- 
ing power since its organization in January, 
1913. From $1,505,467 in the year ended 
July 31, 1914, company’s net profits increased 
to $5,426,636 in the 1916 year, and have main- 
tained this level ever since, which is equal 
to an earning power on the common of 
about 30% before war taxes. Profits since 
August, 1917, have been running ahead of a 
year previously. 


NATIONAL BISCUIT—Report for 1917 
—Balance sheet, as of Dec. 31, 1917, shows 
a profit and loss surplus of $16,408,780, com- 
pared with $15,569,267 Jan. 31, 1917. After 
dividends on preferred company’s balance 
available for common was equal to $9.87 a 
share, compared with $9.72 the previous 
year. 


SAVAGE ARMS—Lewis Gun Contracts 
—Contracts including those for the Lewis 
machine guns will keep the plants busy all 
of 1918. Relative to the contract recently 
let to the New England Westinghouse Co. 
for 15,000 Browning machine guns, the 
President stated that it demonstrated that 
there js plenty of business for all concerns 
of the United States capable of manufac- 
turing rapid-fire weapons. The earnings 
statement will be issued on Jan. 28. Pres. 
Borie stated that he thought the operating 
results of 1917 would make a very satisfac- 


tory showing in comparison with the pre- 
ceding year. 


SWIFT & CO.—Second Largest Corpora- 


tion—Gross sales $875,000,000 for the year 
ended Sept. 30, 1917, represent a sum larger 
than those of the Steel Corp. in any year 
prior to 1916. Company now easily ranks 
second among American corporations in 
point of volume of business. The expansion 
of $300,000,000 in sales in one year was made 
possible largely by a continuous rise in 
values. The company during the year set 
up a new $10,000,000 reserve, which, presum- 
ably is for the purpose of providing against 
the excess tax. At the end of the 1917 year 
Swift’s working capital stood at $113,130,000, 
an increase of $28,551,000. Inventory in- 
creased from $74,888,000 to $120,935,000. 


WILLYS-OVERLAND — Larger Work- 
ing Capital—All corporations have been 
called upon to maintain a larger working 
balance than under ordinary conditions. 
Willys has not been an exception. It is 
understood that bank loans have been large, 
and this, with the necessity for conserving sur- 
plus for the conduct of the large business on 
hand, might reasonably be set forth as the 
proper basis for explaining recent conservative 
action regarding dividend disbursements. For 
year ended Dec. 31, 1916, company earned 
$22.99 a share on its common and paid $4.50 
and 5% extra in common stock. In’the pre- 
vious year, earned $45.47 and paid $6. 


U. S. SMELTING—Silver Production 
1917—Despite unfavorable operating condi- 
tions in Mexico, company was able to get 
out a record-breaking production of silver, 
the total running between 12,500,000 and 
13,000,000 ounces, or a full 1,000,000 ounces 
ahead of 1916. Because lead, like silver, was 
very profitable during a large part of the 
year, the Smelting Co. made every effort 
to keep up production, with the result that 
final figures were practically up to the 1916 
record-breaking total of 103,000,000 Ibs. 
Both copper and zinc, however, showed con- 
siderable reductions, the output of the red 
metal dropping 22% from 28,800,000 Ibs. to 
21,400,000 Ibs., or below the 1915 total. Zinc 
production totaled 53,000,000 Ibs., a 11,500,- 
000 reduction from 1916. 


U. S. STEEL—Unfilled Tonnage Status— 
Increase of 484,612 tons in unfilled tonnage 
in December, 1917, was much more favor- 
able than looked for. Preliminary estimate 
had it that there would be a decrease of 
something like 200,000 tons. The December 
statement showed that new business came 
in at a rate almost 20,000 tons per day in 
excess of shipments. Inability to ship prod- 
ucts due to inadequate transportation facili- 
ties, evidently had a great deal to do with 
the increase, but it is evident that new or- 
ders in December were very close to capac- 
city. Steel has on its books 9,381,718 tons 
of unfilled business, the largest reported 
since September. 
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Investment Inquiries 





Kansas City Southern Pfd.’s Status Under 
Government Control 


J. C. G., Chile, S. A—We are inclined to 
the opinion that Kansas City Southern, pfd., 
has pretty well discounted the Government's 
favorable action and we believe that investors 
should take advan of the present market 
to liquidate that stock.” The question of what 
the status of this stock will be in case of Gov- 
ernment ownership becoming a fact will de- 
pend so very largely on general market con- 
ditions, and other considerations, which can- 
not be foreseen, that it would be futile to 
attempt a prediction as to the effect. 





B. R. T. Notes Place Stock in Speculative 
Position 

F. S. T., Atlantic City, N. J —The Brook- 
lyn Rapid Transit Notes will not be paid off, 
according to present indications, but will be 
extended at their maturity date. But the 
company will have to pay a higher rate of 
interest in order to gain the consent of note- 
holders for an extension. 

We do not regard the stock as a conserva- 
tive investment. It is very speculative, par- 
ticularly in view of the difficulties expected 
in the refinancing of the note issue. 


Amer. Woolen Reported to Have Large 
Government Orders 

W. J. B., Baltimore, Md.—American Woolen 
Common is, of course, speculative, and in the 
pre-war years very little was earned on this is- 
sue. The company is reported to have large 
Government orders, from which sufficient prof- 
its should be made to give the common stock 
attractive speculative possibilities. In view of 
— market conditions, we advise you to 
old your stock for the time being, placing a 
close “stop-loss” order on it to prevent further 
loss. If you can afford to hold it for a long 
pull, it is not unlikely that you will later be 
able to close out your stock at considerably 
better prices. 








M. K. & T. Bonds Under Government 
Guarantee 


S. E. B., St. Paul, Minn.—Missouri, Kansas 
& Texas General 4%4’s are authorized to the 
extent of $20,000,000 and of which there are 
outstanding $10,421,000. They are secured by 
the total mileage of the company (1,663 miles), 
also upon the terminal property, real estate, 
etc., so that this issue covers approximately 
the entire property of the company. 

There are some prior. liens aggregating 
about $90,000,000. The interest on these bonds 
was defaulted in January, 1916, and the matter 
is now in the hands of a protective committee. 
$7275 Poy charges of the road . 1916 ros 

against an income o 
(equivalent to 75% of the charges), but be- 
tween 1913 and 1915 the fixed charges were 
earned, with a little to spare. 


Under government control it is not unlikely 
that relief is in sight for these bonds, and that 
outlook justifies a holder who has a large 
loss not to i 


Chile’s Long Range Prospects 

D. Ss. C, Braddock, Pa.—Chile Copper is a 
very long-pull proposition at best, and while 
the stock has many meritorious features there 
is such a large capitalization that it will be 
a long time before earning power will justify 
anything like the prices you paid for the stock. 
If you are willing to tie up your money in 
the issue, with little prospect of getting any 
dividend returns within a period of three to 
five years, you may do so, with a very well- 
founded hope that in the end you will make 
a profit. On the other hand, you should con- 
sider the fact that there are many dividend- 
paying securities now selling at extremely low 
prices where the chances of return in the shape 
of market enhancement are better for the near 
future than in Chile. 





Victoria Oil’s Decline 


M. S., Atlantic City, N. J.—Victoria Oil 
has been a disappointment to speculators, some 
of whom hold the stock all the way from 10 
down to the present low levels. The low 
price of the stock indicates that there is some- 
thing radically wrong with the optimistic 
statements put out by the backers of the enter- 
prise. But the intrinsic value is not the only 
thing that makes the price, and we are in- 
clined to believe that Victoria Oil will enjoy 
a rally, which will give those who are landed 
with the stock an opportunity to get out. If 
you can afford the risk, we recommend that 
you wait and watch for your opportunity to 
sell on a rally, otherwise you should get out 
now. 





Southern Pacific High Grade Investment 
Issue . 


_C. L. B., Memphis, Tenn.—Southern Pa- 
cific, as you doubtless know, is a high grade 
investment issue, and to any one who would 
hold this stock for a permanent investment 
our advice would be that there is nothing to 
fear, as, under Government control, divi- 
dends and earnings are assured at least as 
long ag the war lasts. Southern Pacific is 
paying dividends of $6.00 a r and yields 
10.18% on its present price. The company is 
guaranteed around 11.5% in earnings, based 
upon the average for the last three years. Such 
earnings are sufficient to insure the payment 
of the dividend even when Government control 
ceases. 


White Motors Preferable to Studebaker 


W. O., Brooklyn, N. Y.—Studebaker, in 
our opinion, offers possibilities from a specu- 
lative standpoint, but we suggest that if you 
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purchase it you place a stop loss order on 
your stock with the expectation that a rally 
may give you the opportunity of getting out 
at a somewhat higher level. This company 
is fully discussed in the December 8 issue of 
the Mogae, and as you will note there- 
from, we are not recommending the pur- 
chase of Studebaker, but prefer White Mo- 
tors. We would suggest that you study this 
article, as it will ot you a very clear idea 
as to the status of these two companies. 





Canadian Pacific Not a Purchase at Present 


H. L. T. Woodstock, Ont.—Canadian Pa- 
cific in its recent decline has discounted 
many of the unfavorable factors pertaining 
to this company’s affairs, such as the severe 
tax on the net earnings of the company, the 
possibility of a new stock issue around $150 
a share and the general unfavorable factors 
in the railroad situation, such as high costs 
of labor and materials. This road should be 
benefited by peace in so far as the restric- 
tions and taxes imposed upon it by the Brit- 
ish Government will be in part removed. On 
the other hand, it must be borne in mind 
that the general business of this company is 
likely to show a sharp falling off. It is a 
question, therefore, as to whether or not 
peace will be of material benefit to this com- 
pany. Earnings continue to be very sub- 
stantial, 10.7 having been earned on the 
common stock for the first six months of the 
1916-1917 fiscal year on the annual estimated 
rate of 19.93%, against 17.53% for the cor- 
responding period in 1915-16. Despite this 
favorable showing, we do not suggest the 
purchase of this stock at this time. 





Attractive Short Term Notes 


R. B., Dover, Del—Under present market 
uncertainties, bonds and other high-grade se- 
curities should be bought or held only where 
the investor is prepared to carry them through 
a further decline and is able to withstand a 
considerable period of depressed market con- 
ditions. We therefore do not feel inclined to 
advise investment in railroad stocks general- 
ly, but we consider the following short terms, 
note issues as very desirable: : 

Pennsylvania 414’s, due June 15, 1921, price 
96%4, yielding 6.10%. 

Great Northern 5’s, due September, 1920, 
price 97%, yielding 6%. 

Baltimore & Ohio 5S’s, due July, 1919, price 
97%, yielding 6.50%. 





The Alaska Gold Situation 


K. L. D., Washington, D. C—Alaska Gold 
is truly in a bad way. The management ex- 
presses continued confidence in the ultimate 
future of the company, but our own opinion 
. oe the outlook is not very gun ge 

e com is not in position 
proseente Gaveiapeaeat work on a scale that 


is probably necessary to determine the prac- 





resent or a new system of 
mining. One only needs to be informed of 
the fact that the company’s 6% bontis are 
selling in the twenties to be convinced that 
the intrinsic value of the stock is practically 
nil. Of course it has a speculative value, and 
we should hesitate to advise anyone who has 
held it through a long decline to dispose of it 
now, while there is still a small chance of 
new developments which will restore the stock 
to favor. 


ticability of the 





S. O. Stocks in Line to Receive Stock 
Dividends 


L. R. B., Boston, Mass.—Among the Stand- 
ard Oil stocks most favorably affected by the 
government ruling on exemption from taxa- 
tion of stock dividends are: Atlantic Refining, 
Standard Oil of Indiana, Ohio Oil, Prairie 
Oil and Gas, and Standard Oil of New Jersey. 
All of these stocks had sharp spurts following 
the Treasury Department announcement, and 
for the present they have probably discounted 
the favorable interpretation of the same. We 
believe purchases should be made only on 
good reactions, and then only where the buyer 
is prepared to carry his stocks through a fur- 
ther depression and to average at lower prices 
if the opportunity is presented. 





Switch from Chicago, Mil. & St. Paul to 
Chesapeake & Ohio 


R. T. K., Birmingham, Ala—We would sug- 
est that you switch Chicago, Milwaukee & 
t. Paul to Chesapeake & Ohio, as it af- 
fords greater rca both from an 
investment and from a speculative stand- 
point. We do not believe that there is any 
immediate prospect of your Third Avenue 
stock proving profitable, and we would sug- 
gest that you liquidate your ten shares and 
invest in either Willys-Overland or Peerless 
Truck and Motor. The difficulties under 
which the transportation companies are now 
laboring will undoubtedly continue for a 
considerable posses. and we believe you 
would do well to get out of stocks of this 
class. The substantial war business of 
Willys-Overland and Peerless appear to 
offer attractive possibilities from a market 
viewpoint throughout the duration of the 
war, and upon return of peace these com- 
panies will resume their normal production 
of pleasure cars, which should enable them 
to maintain satisfactory earnings. 





The Trouble with Continental Refining 


E. M. S., Baltimore, Md.—Continental Re- 
fining owns a refinery at Bristow, Okla.,; with 
a capacity of 2,000 barrels daily, and controls 
about 1,200 acres of oil lands at Cushing and 
Bristow Fields, Okla. earnings are esti- 
mated at $250,000 annually. The company is 
liberally capitalized and is not yet out of the 
promotion and distribution stage, and its stock 
is very much of a speculation at this time. 
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Is It Time to Buy Municipal Bonds? 


Some Reasons Why the Investor ‘May Now Place His Funds 
in These Securities—Relative Standing of the Prin- 
cipal Cities of the Country—A List of Some 
Recent Issues 





By G. C. SELDEN 





FTER a long decline, which has 
carried the average price of bonds 
to a lower point than seen -before 
=== for many years, the bond market 
has ig ah the last month shown a dispo- 
sition to steady itself. There has been 
some buying by institutions, and private 
investors have made moderate purchases. 

Of course, no one can say whether the 
bottom has. been reached, because that de- 
pends on the duration of the war. If the 
war is prolonged several years longer, the 
continued enormous demands on capital 
must necessarily bring a still lower plane 
of bond prices. But the desire for peace 
among the peoples of the warring countries 
is stronger than ever before, and is showing 
indications of asserting itself more vigor- 
ously. 

If peace is to come this year, it is at 
any rate time to begin considering the pur- 
chase of high-grade bonds. On the other 
hand, if peace does not come this year, any 
further decline in the bond market must be 
slower and less in extent than the big drop 
which has taken place since January, 1917. 
The prolonged decline has brought bond 
prices to a level where they will now meet 
more resistance. 


Municipal Bonds Now Attractive 


The highest grade of bonds will be likely 
to benefit most promptly by the return of 
peace, because their value depends almost 
entirely upon the supply of capital, or, in 
other words, the rate of interest on invest- 
ments. The highest grade of bonds, outside 
government issues, is found in municipal 
bonds. A discussion of these issues is 
therefore timely. 

A municipal bond is one which is legally 
authorized by village, township, city, coun- 
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ty, state or a legal territorial subdivision. 
The equity behind such a bond is based on 
the assessed valuation of the city, etc., the 
collection of taxes on such property as con- 
stitutes the division, which may be defi- 
nitely stated to be one building, such as 
school house, a group of buildings such as 
a civic center, a road connecting different 
localities, or the whole amount of property 
owned by the citizens constituting the civic 
body. It is manifest that when the town 
or city in question is known to be well 
governed the safety of the issue is increased. 

When a municipal bond is issued by a 
community of established character, having 
a reputation for paying its debts without at- 
tempt at evasion—which is, of course, the 
case with nearly all municipalities in this 
country—the safety of the bond depends 
upon the proportion of the bonded indebt- 
edness to the value of the property within 
the municipality. 

In considering this factor we have to de- 
pend upon the assessed valuation, which, 
however, varies considerably in different 
parts of the country. Throughout the East 
assessments are usually pretty well up to 
actual values, while in many sections of the 
South and West assessments are much be- 
low actual values. However, the per cent 
of bonded debts to assessed valuations is 
the best available guide, and the investor 
who is interested in municipals should be 
informed in regard to it. 

Table I shows the per cent of bonded 
debt to assessed valuation for many of the 
principal cities of the United States. I 
would suggest that the investor in mu- 
nicipals preserve this table for future ref- 
erence. 

Population, as given in this table, is in 
most cases based on estimates made within 
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TABLE I—PER CENT OF BONDED DEBT Toledo, Ohio.. - 200,000 3.1 
TO ASSESSED VALUATION FOR THE PRIN- [renton, N. @ 
CIPAL CITIES OF THE UNITED STATES. 


Bridgeport, Conn.... 
Buffalo, N. Y....... 
Cambridge, Mass..... 
Camden, N. J....... 
Chicago, Ill.......... 
Cincinnati, Ohio. .... 
Cleveland, Ohio..... 
Columbus, Ohio..... 
Dayton, Ohio........ 
Denver, Colo....... 
Des Moines, vena ‘a 
Detroit, Mich. . . 
Erie, Penn.. pinion 
Evansville, Ind.. sa nein 
Fall River, Mass. .... 
Fort Wayne, Ind.... 
Grand Rapids, Mich. 


Indianapolis, as a 
Jersey City, N. Ps - 
Kansas City, Mo.. 
Lawrence, Mass. . 
Los Angeles, Cal.. 


Lynn, Mass.......... 
Manchester, N. H... 
Memphis, Tenn...... 


Newark, N. J........ 
New Bedford, Mass. . 
New Haven, % - 


eeeeeee 


= 


115,000 
Pa 


—— 


Per Cent 
of Debt to 
Valuation 








es» 103,000 71 
Gt Ei: Mvteoceness 77,000 7.7 
OE a ee 80,000 60 
Wilkesbarre, Penn 70,000 25 
Wilmington, Del 95,000 66 
Worcester, Mass..... 162,000 42 
Youngstown, Ohio 112,000 29 








the last few years. In a few instances, 
however, the latest available figures are 
those of the 1910 Federal Census. 

In many states debt limits have been 
established for all municipalities, and this 
gives the investor additional security 
against a dangerous increase in future 
bond issues. It will be noted that New 
York City has the largest per cent of debt 
to assessed valuation, and its outstanding 
debt is kept constantly close to the limit 
established by New York State. 

Exemption from Taxation 


* United States municipal bonds are ex- 
empt from both the normal income tax and 
the supertax, and no certificate of owner- 
ship is necessary in collecting coupons. 
With the income tax at its present high 
level, this is a very important element of 
value in connection with these bonds. This 
is made clear by Table II. 








TABLE II—NET YIELDS ON 5% TAXABLE 
BONDS FOR DIFFERENT INCOMES. 


Net yield of 
P.C.of 5% taxable 
Income Taxes Income Bonds 
$3,000 $20 0.67% 4.96% 
5,000 80 1.60 4.92 
10,000 355 3.55 482 
15,000 730 487 4.75 
25,000 —_—s_ 1,780 7.12 4.64 
50,000 80 10.36 4.48 
75,000 9,930 13.24 433 
100,000 16,180 16.18 4.19 
500,000 192,680 38.53 3.07 


1,000,000 475,180 4752 2.62 








In some States, as in Ohio, holders of 
local municipal bonds who live in that 
State are exempt from taxation on their 
bonds as personal property. This is a 
point which should be investigated by the 
buyer of municipal bonds issued in his 
own State. 

In many cases the holder of a municipal 
bond is also protected by a sinking fund 
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established for that particular issue. But 
in the case of municipalities which are 
certain to take care of their bond issues in 
any event, this additional protection by 
sinking fund is naturally of little im- 
portance. 

About the only cases where investors 
have experienced any loss on their holdings 
of municipal bonds have been in some of 
the “boom towns” of the West and South- 
west. Such instances will be less common 
in the future than in the past, because of 


The credit of established American com- 
munities is so high that the factor of dan- 
ger is almost eliminated. Every community 
contains individuals who would repudiate 
their debts if they had a chance, but it 
would be difficult, indeed, to find a com- 
munity where a majority would do so. 
Moreover, it is shown by experience that 
the combined credit of the people as repre- 
sented in municipals is stronger than the 
average credit of the persons who compose 
the communities. Repudiation of debts by 








TABLE III—SOME RECENT MUNICIPAL ISSUES 








Rate Due Yield 
1, King County, Washington...................c.cee00es 1% 1927 6% 
2. Brevard County, Florida................--ssseeeeeeeee 6 1925-1940 6 
© EE, SRG vo cceccecccccecccdcctiocccccccccccce 6 1930-1950 5.50 
4. Green A en Casacenccescsccpsceqcece 6 1923-1934 5.50 
5. Lincoln County, Oklahoma................0..eseeeeees 6 1942 5.10 
6. Willoughby, Ohio ...........0.cecesecesecececceneces 5 1919-1928 5 
7. Bradley County, Temmessee...............-sssseeeeeee 5 1947 5 
8. Edgewater, New Jersey............0+eeeeeecesececeees 5 1940 4.90 
9. Durham, North Carolina.................sceceeeeeeees 5 1918-1936 4.98 
10. Barre, New York.........0--s-eseeeeeee icdievecqanes 5% 1920-1921 4.90 
ll. South Amboy, New Jersey.............eeesscecccccees 5 1919-1957 4.90 
12. West New York, SE, SEMEN 6 ccarenechaccoscccesccsce 5 1924 4.85 
13. City of Wildwood, New Jersey...............-sese0e: 4% 1919-1957 4.85 
BE RAEN, | ath decuiedos Coecesecvebbsercccscensos 4 1936 4.80 
15. PN Kine Gods dhibGhacce ovccerets 4% Various 4.80 
OE VN MEE ERS ew ccc das ccddcacsaecsewissccosccsccecs 4% 1967 4.77 
BE Se, GEE ccc cccneceanscesccccccetegeccccccssvcce 5 1921-1925 4.75 
18. Zameoville, Obie, City Hall..........ccccccccccccceses 5 1920-1936 4.70 
NE hc do a Li snc tudduhdheenccaseenses 4 1937 4.70 
cn i camper denesecvat 4% 1947 4.65 
21. Omaha, N ae ee 4% 1941 4.65 
22. Nia Falls, New York, School Bonds.............. 4% 1921-1922 4.60 
23. . cut, School Bonds...............++. 3% 1932 4.60 
24. State CIEL. Sos cenkeehawhectipcecnescoes cnebens 4% 1933-1934 4.40 
i EE SR I noe te ccnp enesebenees cccetones 4% 1964 4.15 





the more stable character of industrial de- 
velopment, but investors in the municipal 
bonds of Western, Southern and Canadian 
cities should not buy without an adequate 


knowledge of the character of the munici- - 


palities issuing the bonds. qa 

It is ant ~ FMP municipal 
bonds through an establi responsi- 
ble investment house, which has ee 
th investigation of the legality e 
rong legal technicalities connected 
with this class of bonds are often of such 
a character as to require expert investiga- 


. tion. 


Strong Position of Municipals 
Municipal bonds have behind them the 


strongest security possible except the credit 
of the United States Government itself. 





communities is undoubtedly a thing of the 
past in this country. 

From the legal standpoint a municipal 
bond is a lien on the entire wealth of the 
community. In many cases, municipal 
property alone is of sufficient value to cover 
outstanding bonds. The factor of safety 
behind these bonds, therefore, is so high 
that variations in yield are due almost en- 
tirely to changes in the money market and 
to a difference in the locality of the cities 
issuing the bonds. It is a peculiarity of 
municipal bond buyers that they always 
prefer the bonds of towns which are near 
at hand. An Eastern investor considers 
Eastern municipal bonds better than West- 
ern bonds, even though the security behind 
the Western bonds may be, so far as any- 
one can discover, just as good as that be- 
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hind the Eastern bonds; but the dweller in 
a Western city hardly ever has any special 
preference for Eastern bonds. He knows 
the strength of his own community, and is 
likely to make his municipal investments in 
that section. Eastern investors would 
show wisdom in being a little less provin- 
cial in this matter. Better yields with the 
same safety can nearly always be obtained 
from municipals in the West and South 
than from those of the more densely popu- 
lated sections of the East. 

A proper distribution of an investment 
has the same advantages in municipals as 
in any other class of securities. But, be- 
cause of the very high rating to which near- 
ly all municipals are entitled, it is not 
necessary for the investor to place the same 
weight upon distribution of new holdings 
as if he were buying the common stocks of 
railroads and industrial corporations. 

Table III contains a selection of twenty- 
five recent municipal issues ranging in 
yield from 6% down to 4%24%. It is un- 
necessary to say that municipal yields are 
now relatively high. The buyer of munici- 
pals has never before had as good an op- 
portunity as he has today. In view of the 
tax exempt feature, they are especially de- 
sirable for those who have large incomes. 





But it will be noted from the table that the 
yields now obtainable will be likely to look 
attractive after the war even to the investor 
who has only a small income. 

In the main municipals are most at- 
tractive to those who have in mind chiefly 
the factor of safety rather than interest 
yield. There are various bond and short- 
term note issues now available in other 
fields of investment which give a yield from 
7 or even 8 per cent. These issues, while 
not as strongly protected as municipal 
bonds, are nevertheless in some cases en- 
titled to a high rating in spite of the un- 
usual yield which they now show. There- 
fore, the chief advantage of municipals to 
the ordinary investor is for the purpose of 
diversification of his holdings. He will 
wish to include among his investments 
some issues having a good yield combined 
with the highest possible factor of safety, 
and for this purpose municipals are very 
desirable. 

The yields on these bonds are figured at 
the last available quotations, and are, of 
course, subject to variation depending on the 
market. The list is representative of a ter- 
ritorial diversification, and any well-known 
investment firm will quote latest prices on 
these or any other issues of like character. 








EDWIN N. 


HURLEY 


When Hurley was between 13 and 14 years old, he was wiping engines in the Burlington 











Yards at Galesburg. But he looked higher and got a job as fireman. At wiping engines and 
as fireman he probably made as much as 15 to 16 cents an hour. He wanted to be and soon 
was a locomotive engineer at $150 a month. A gentleman who knows him well says Hurley 
got the best locomotive—the best “run,” and the best of everything any time it was possible 
to obtain it honorably. He had a way of pulling wires as well as working hard to attain re- 
sults. As an engineer he had a desirable run on a suburban train between Chicago and 
Downer’s Grove. 

One day he met a man who asked him if he believed in such a tool as a pneumatic drill. 
Hurley was alert in an instant, and wanted to know all about it. The man told him he knew 
a man who had invented one. Hurley saw it and thought it was the most wonderful thing in 
the world. He and the inventor agreed to work together. At first they had quite a small shop, 
but later they got a larger one and then they bought the Hinckley Locomotive Works at 
Aurora, Ill., for $25,000. It was hard work; but the little Giant Drill, one man’s idea, with 
Hurley’s push behind it, was worth it. They organized the Standard Pneumatic Tool Com- 
pany, which sold out to the Chicago Pneumatic Tool Company, Mr. Hurley receiving as his 
share for his efforts $1,000,000 in cash. Previously Hurley had said something to the inventor 
about selling the English right to a patent. The inventor laughed at him, and said the English 
would not pay anything for the rights. Hurley said, “How much will you take for your interest 
in the English rights?” A memorandum agreement was entered into. Hurley went to London, 
had a hard fight getting action, but finally came back with a vast sum of money, and gave the 
man whose rights he had purchased by option agreement a large sum of cash. 

Now Hurley is the man upon whom has devolved the tremendous task of carrying out 
shipbuilding plans of the Government. ; 
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What Every Investor Ought to Know 


One Hundred Books on Financial Topics—A Classification 
with Valuable Suggestions 





By JAMES KENNEDY 





all the preceding articles of this 
series, the author has bared the 
fundamental features which every 
investor should have in mind be- 
fore making an investment. The field is so 
vast that it is not possible to go into detail 
for each subject, But the reader has no 
doubt felt a desire to go deeper into one or 
more phases, and it is for this purpose that 
the One Hundred Books are listed and 
grouped for him in this article. 


The Groups 


The elementary books cover the subject 
as a whole in Group I. They place before 
the student the geography and the machinery 
of the subject. 

_ Group II deals with the definitions of in- 
vestments, shows which are good and which 
are bad. It takes into consideration the 
different reasons why investments are made, 
such as for income, for profit, etc. 

Group III contains the only fundamental 
books known on the subject of speculation. 
Almost all other speculative books deal in 
generalities and are not the result of actual 
study and experience, nor do other books 
express themselves in as definite a manner 
with so many concrete examples. 

Intermediate Studies 

The books in this group cover the entire 
subject of finance. They can be understood 
and appreciated by all readers who have 
thoroughly understood the books in the pre- 
ceding groups. Their purpose is to go 
deeper into the structure of corporate his- 
tory and to take up the more intricate forms 
of investment and speculative machinery. 

The Various Branches 

Group V takes into consideration a study 
of the various forms of corporate enterprise 
and also the principal commodities. Collat- 
eral branches of investment such as land 
mortgages, farm loans and insurance are 
not taken up in detail but are covered in 
an elementary form in other books, such as 
Book 4 in Group II. These books are 





self-explanatory to the student from the very 
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nature of the subjects, but they will not be 
fully understood nor their application in a 
practical way established unless they are 
studied after a course in the former groups. 


The Post Graduate Course 


The books listed in Group VI are not 
ones which the novice will understand or 
appreciate. They state much of the theory 
of finance which is only applicable after 
the student has a basic knowledge of the 
subject. Book 6, for example, would not be 
intelligible to the novice nor could he use 
the information until he was able to com- 
prehend the relationship of banking with 
conditions affecting the price of securities. 

Do not for one moment think that these 
hundred books can be read and digested in 
one year or in two years. Nor does the 
author suggest that the knowledge gained 
from this reading may be utilized to per- 
sonal practical advantage without the actual 
experience of doing the things which are 
discussed. 

If you, reader, have been speculating in 
mining stocks, you will desire to read the 
books of Group I, Group III, Books 2, 3, 
6, 8, 11, 14 and 16 of Group IV and have 
on hand all the books of Group V under 
the head of Mires and Oils. If you de- 
sire to trade in wheat, you will choose from 
the titles the books which you know will 
be of practical use to you from the groups. 

While it is a well known fact that most 
people desire the name of investor and taboo 
the name of Speculator*, yet neither Inves- 
tor nor Speculator should omit a study of 
either one of the subjects. Group II is 
very much inter-related with Group III 
and the fundamental dovetail. 


Magazines and Papers 
The student of finance must of necessity 
keep up to the times. He must read his 
morning and evening papers especially for 
the statistics and the general news. Note 
Book 5 of Group I. It is also well for him 





*See chapter of Right and Wrong Methods of 
Investment and oo? in Jan. 19, 1918, issue 
of Macazine or Watt Srreer. 
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to subscribe for some periodical which will 
help to arrange his statistics in understand- 
able form. There are a number of New 
York newspapers which issue yearly finan- 
cial reviews containing these essential statis- 
tics and the bound volumes of THE Maca- 
ZINE OF WALL STREET -contain railroad, 
industrial, and banking statistics for years 
back. 

Each trade has its publication—many of 
the trades have two or more publications 
devoted exclusively to the one business. 

Other publications which will be of as- 
sistance to the advanced student are the 
London Economist, New York Journal of 
Commerce, Wall Street Journal, The Com- 
mercial and Financial Chronicle and The 
Bankers Magazine. The reports of the 
United States Interstate Commerce Com- 
mission, United States Treasury Depart- 
ment reports and the reports of Gas and 
Electric Light Commissioners of the various 
states may be obtained without much trou- 
ble and at a small cost, or may be found 
on file at the principal libraries. But 
there is no other non-technical magazine 
covering the elementary ground of all the 
branches and groups except THE Macaz- 
INE OF WALL STREET. 


A Short Course from the Elementary 


For those who are desirous of reading 
only a few books on the subject, the fol- 





lowing list has been suggested to the author 
by one of the best students of finance, com- 
prising investment and speculation, who 
writes much for the public: 
Introductory: 
Money and Investments.—Rollins. 
The Machinery of Wall Street.—Selden. 
How to Read the Financial Page.— 
Browne. 
You and Your Broker.—Smitley. 
Investment: 
The Careful Investor.—Meade. 
Investing for Profit.—Selden. 
The Working of the Railroads.—Mc- 
Pherson. 
Investors’ Pocket Manual. 


Speculation: 
The Business of Trading in Stocks.— 
ese 99 
Psychology of the Stock Market.—Selden. 
Studies in Tape Reading.—“Rollo Tape.” 
Fourteen Methods of Operating in the 
Stock Market. 


Banking, Finance, Economics: 

Principles of Money and Banking.— 
Conant. 

Principles of Bond Investment.—Cham- 
berlain. 

Principles of Economics.—Seligman. 

Financial Crises.—Burton. 

Financial Statements Made Plain— 
Saliers. 


GROUP I—ELEMENTARY BOOKS 





Work of Wall Street—Pratt. 
Machinery of Wall Street—Se 
ioney and Investments—Rollins. 

— and Your Broker—Smitiey. 


Iden. 


erranraayaites 


Corporation Finance—Greene. 


Price $2.10 postpaid. 
Price $1.06 postpaid. 
Price $2.60 postpaid. 
Price ae postpaid. 


. Price $1.06 postpaid. 
Price $2.20 postpaid. 


Price $1.10 postpaid. 
Price $3.70 postpaid. 
Price $1.35 postpaid. 


Financing an Enterprise—Cooper. Price $3. 
Stock Eetense Laws—Goldman. 
Accounts—Todman. 


Price $1.06 postpaid. 


2 Vols. Price $4.€0 postpaid. 
Price $5.25 postpaid. 


15 postpaid. 





GROUP II—INVESTMENTS 


GROUP III—SPECULATION 





Investing Money Wisely—Moody. Price $1.10 

postpaid. 
— Finance—Lough. Price $3.15 post- 
pai 


1. Investing for Profit—Selden. Price $1.06 
postpaid. 

2. The ry Investor—Meade. Price $1.00 

postpai 

3. pansies of Finance—Carroll. Price $2.20 
postpaid. 

4. Funds and Their Uses—Cleveland. Price 
$1.65 om 

5. 

6 

7. 


Price 


tancy of Investment—Sprague. 
$5:25 postpaid. 








. Business of Trading in Stocks—“B.” Price 
$2.06 postpaid. 

Studies of Tape Reading—‘“Rollo Tape.” 
Price $3.06 postpaid. 

Psychology of the Stock Market—Selden. 


Price $1.06 postpaid. 

Fourteen Methods of Opera in the Stock 
Market. Price $1.06 postpaid. 

i" Crises—Burton. Price $1.85 post- 

paid. 


Speculation om N. Y. Stock Exchange—Os- 
Price $1.65 postpaid. 
anized 


“ye wy 





$1.60 postpaid. 
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Value of Org: tion—Brace. Price 
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GROUP IV—INTERMEDIATE STUDIES 








Corporation 
Trusts, Pools and 
Administration of Indus 


rice 10). 
Pa $6.10) 


The ~" 
yy ay 


ver 
The Wall Street Point of 
Where 


soapecvepe errr 


Fimance—Meade. Price $2.40 postpaid. 
tions— 


trial nat 
Values— Rollins. ; 


Interest Tables of Bond 


Grows—Garrett. 
Rollins. 


Convertible 
How to Analyze Industrial 


Ripley. Price $2.20 postpai 
ones. 


Price $2.15 (or Sprague’ 


tion—Lyon. Price $2.10 pesenelss 
of Shareholders—Kuh 


The uhn. 
Corporate Ree eamme Downs. Price $2.65 postpaid. 
ano Bighe of Bondholders—Heft. Price $2.10 postpaid. 
Finance—. 1 


id 


Adams. Price $3.15 tpaid. 
Price $1.65 postpaid. 
iew—Clews. Price $0.85 postpaid. 
Price $0.60 postpaid. 
Price $5.40 postpaid. 
Securities—Collver. 


paid. 
Price $2.10 postpaid. 


Price $2.15 postpaid. 


» csiaihiny Mabe: Sabie 


§ 








MANUFACTURING 





















































MONEY AND BANKING TRANSPORTATION 
1. Principles of Money and 1. American Railway Trans- 1. Economics of Business — 
— Conant. Price portation—Johnson. Price Brisco. Price $1.65 post© 
$4.30. Volumes. $2.65 postpaid. . or 
2. Story of the Trust Com-| | 2 ag, = PaaS, paid. 
. > a 
panies —Perine. Price aon Setee 2. Methods of Saductaia) 
$2.15 postpaid. $1.60 postpaid. pes pay Price 
Ss, Jr. Price $5.30 post- ae as y. Price $2.65 Vey hin on is acet 
’ postpaid. ty: J - 
4. Practical Work of a Bank ~ Wineneo—C le v e- paid. . 
—Kniffin, Jr. Price $5.50 
seid, , land. Price $2.65 postpaid. 4. American Corporations 
. po: Corrences— 5. Sapvend Agqnussins— ae Price $215 
! Johnson. Price $2.05 post- cooper. Price $2.40 post- postpai 
i pelt. 5. Corporate Organization = 
6 The tedern Bank — Fiske. 6 Railroad Organization Conyngton. Price $15 
Price $1.50. postpaid. aa” Price $5.25 post- postpaid. 
7. — . 
Price $2.60 a, 7. Moo s Analysis of Rail- 6. Industrial . & 
& Willis. oa Securities. Price Trusts—Stevens. Pride 
Price $3.15 postpaid. $16.00 postpaid. $2.30 postpaid. 
MINES AND OILS COMMODITIES UTILITIES AND MUNICIPALS 
1. American Mine LT in Wheat—Prill. t. Mentsipel ond Comgeuttell 
—Chariton, Price $5. Price $1.06 postpaid. $0.85 [ons pee Price 
ER SIGS FT The Book of Wheat-| | 2 Valuation Public Utility 
Stevens. Price $10.50 post- > gg - Price $2.15 post- Ans AE pag Price ce 
paid. . 
3. The Story of Oil — Tower. 3. Cotton Facts—Zeller. Price & "ito id es. 
1 Price $1.25 postpaid. $1.15 postpaid. “ Valuation 
4. Mining Valuation-—Hoover. 4. The Book of Corn—Myrick. au ecter, 
Ss. en - ge Mining Share Price $1.65 postpaid. i Price $3.30 pee i. 
&. tele eel: ft te American Sugar Industry— National. City Co, 
and Oils. Price $16.00 Myrick, Price $1.65 post- Lawson. 
postpaid. paid. Price $1.75 postpaid. 
GROUP VI—POST GRADUATE 
1. The Busiziess of M Hoskins. Price $1.65 postpaid. 
Bonds—Fin. . Co. Price $2.10 postpaid. 
2. Discounted 
3. Elementary Manual of Sion Dowtey. Price $4.35 postpaid. 
Elements of F. Exchange—Esc 
= Gold Supply and Holt. Price $1.15 postpaid. 
6. Government Coametip of Railways—Dunn Price $1.90 postpaid. 
7. International Finance—W'thers. niece $1. postpaid. 
Principles of Depreciation—Saliers. Price $2.65 postpaid. _ 
. Sew ve Eh Power of Money—Fisher. Price $2.40 postpaid. 
10. ang Seen Someneter Price $1.35 postpaid. 
11. oy Sig Rate and Money Market—Palgrave. Price $3.15 postpaid. 
14 Accounts, Construction and tion—Cole. Price $2.65 postpaid. 



































Buying Bonds on Credit 


The Partial Payment Plan for the Woman Investor—How It 
Works—Its Advantages 





By ANNE BOONE 





T HE feelings of the woman on the 
« e outskirts of a southern mill town 
who “knifed” the sewing-machine 
agent when he called to collect 
the instalment can be appreciated but their 
reaction hardly imitated by the woman in 
a@ more conventional community who as- 
sumes instalment-plan obligations. Such 
mode of “self-expression” would be rightly 
deemed out of place in the civilized midst 
of the mission oak and leatherette, the port- 
able electric reading lamps, unit book-cases 
and player-pianos, of which the instalment- 
plan permits the lavish use while their cost 
is being defrayed. Neither may an ex- 
asperated woman seek out her broker in his 
well-regulated_surroundings of green car- 
pet, mahogany and ticker-tape, and stick 
him with a hatpin because he inconsider- 
ately requires the instalment on the bonds 
and stocks he has sold her. All instalment 
plans carry this irritating feature. The 
collecting agent’s demands are never ex- 
pected and he is always unwelcome. 
“Credit Systems” in their wide, present- 
day application were unknown a generation 
ago. They have been devised to meet the 
modern craving for immediate results, for, 
although clamoring loudly for its rewards, 
the spirit of the modern age is distinctly 
against perseverance, implying, as it does, 
unlimited patience and the ability to wait. 
Modern, superficial people do not under- 
- stand that though a fortune may be gained 
now and then through a lucky stroke of 
genius or other astonishing means, the ma- 
jority of men who have made fortunes have 
made them through perseverance. 


Times Have Changed 


Years ago opinion held that to “lay by” 
with a view to the future made for strength 
of character, and whether the accumulated 
savings went for the purchase of a farm, a 
dwelling-house, an interest in a business, 
stock of a corporation, or bonds, the steady 
habits of thrift and frugality formed 
through the practice of saving, were recog- 


But times and men’s ideas have changed. 
Achievement must be or seem to be along 
superlative lines, and patience is a virtue 
no longer in the modern code. 

Women are not far behind the men in 
their feverish desire to do big things on a 
big scale, neither are they inclined to wait 
for results. They must live in their houses 
while they are paying for them, the farm 
is taken with a heavy mortgage, or the in- 
terest in a business is purchased with bor- 
rowed money. Through the medium of the 
“Credit System” or “Instalment Plan” the 
modern woman may furnish her house 
from top to bottom and live in fair comfort, 
with a show of wealth, or even luxury, on 
but a modest original outlay. Her rooms 
may be furnished, not with makeshifts, but 
with complete appropriate outfits. Her 
bookshelves fill up rapidly with standard 
works at so many dollars down and a dol- 
lar or so a month thereafter. Even the 
troublesome question of raiment may be ad- 
justed through some obliging periodical 
cash payment system. 

The latest innovation of all is that stocks 
and even bonds may now be purchased on 
credit by means of a “Partial Payment 
Plan.” Women who read the newspapers 
carefully and do not always skip the 
financial section may have been attracted 
by the advertised offerings of bonds to be 
purchased by this method, or they may 
have received through the mails pamphlets 
and circulars setting forth the merits of the 
system. 

Bonds have many advantages over the 
other purchases that can be made on the 
instalment plan. A house needs more or 
less intermittent repairing; it must carry 
insurance; taxes are levied against it, and 
it constantly tends to deteriorate. The 
books and furniture succumb to wear and 
tear, and as for the clothing obtained on 
credit, our rapidly changing fashions oper- 
ate to make it out-of-date before the last 
payment is made upon it. : 

On the other hand, the bond does not 


nized as part of the object to be gained. wear out nor go out of style, nor is there 
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required any outlay of money to take care 
of it. If it has been purchased under com- 
petent advice, it is just as good when the 
last payment is made upon it as when the 
initial payment was made; it brings in a 
fixed income in the shape of interest on the 
amount of its “par value,” or face value, 
and this amount will be refunded on the 
surrender of the bond at its “maturity date.” 
A’ bond represents money borrowed by a 
corporation, state or municipality for only a 
stated length of time, and the date named 
when the amount borrowed is to be paid is 
known as the “maturity date” of the bond. 
Before that time, however, it may be sold 
for cash by the holder, possibly at a profit. 
How the Installment Plan Works 
Bonds of the denominations of $100, 
$500 or $1,000 may be purchased by the 
partial payment plan—the familiar method 
being followed of an initial payment of a 
stated sum, with regular fixed monthly pay- 
ments thereafter until the bond is fully paid 
for. The initial deposit, for example, on 
a $100 bond may be $10, with subsequent 
monthly payments of $5, while for a $1,000 
bond the first deposit and succeeding month- 
ly payments would be probably ten times 
as much, although ‘some houses require an 
initial payment of $150 on a $1,000 bond. 
Instalment plans are easily and lightly, 
entered into, and before engaging to buy 
bonds by this method a woman would do 
well to sound her own ability to carry out 
its obligations. If she is not exceptionally 
methodical she must take heed lest she for- 
get to pay her instalments on the first of 
each month, for she will receive no notice 
when they are due. She must also make 
certain that her means are fully adequate 
to meeting the payments, otherwise they will 
become a troublesome burden, and the in- 
stalment date will be found to come around 
with ill-timed swiftness. : 
Although a woman is the legal owner of 
the bond she buys in this way, nevertheless 
it will not come into her actual possession 
until she has completed her payments on it. 
She will receive a “certificate of ownership,” 
but the bond will remain in the custody of 
her broker. This is perfectly fair, as he 


has purchased the bond with funds of his 
own, and he reserves the right to hypoth- 
ecate” it at any time before the full amount 


is paid on it. 


This means that he may 


deposit the bond with his own bank as 
“collateral” or security for any loans of 
money he may receive from the bank with 
which to buy bonds or stocks for any of his 
clients. 

The full amount represented by the in- 
terest coupons from the bond, or the cou- 
pons themselves, will be sent to the pur- 
chaser as they fall due every six months, 
but she must pay to her broker interest at 
the rate of six per cent on the amount she 
still owes him on the cost of the bond. This 
amount diminishes with each monthly pay- 
ment made on the bond, so that the interest 
charge decreases correspondingly. To the 
first cost must also be added the broker’s 
commission, which amounts to one-eighth 
- = per cent, the minimum fee being 

The bond may be sold for the investor 
before the payments are completed, in case 
she finds herself unable to continue the pay- 
ment of instalments, or for any other reason. 
In case it is necessary to sell there may be 
a loss for the holder, as the “market price” 
or selling price of her bond may have fal- 
len, but, on the other hand, she will make a 
profit if its “market price” has risen. She 
has the privilege of selling the bond any 
time that its price goes up, but such profits 
on the high-grade bonds which women 
should buy are not likely to be important 
~ price changes in such bonds are usually 
slow. 


If the Price Falls 


When a woman fails to make a payment 
of the instalment due on a bond bought by 
her on the partial payment plan, automatic- 
ally her bond’s status becomes that of a 
bond bought on margin, and she, as its 
holder, is subject to calls for immediate ad- 
ditional instalments if the “market” falls 
and the price of the bond drops below that 
at which it was purchased. It is very im- 
portant, therefore, that she select only high 
grade bonds for purchase on this plan, since 
their fluctuations are usually small and take 
place gradually. In the case of bonds of a 
semi-speculative character, any violent 
“break” or fall in the “market” may sub- 
ject the purchaser of bonds by the partial 
payment plan, to calls from her broker for 
more money to increase her credit with him. 
If second grade bonds are bought on this 
plan, the first payment should be large 
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enough to cover any possible decline in the 
price. 

The fact should not be overlooked that 
any woman can easily operate her own par- 
tial payment plan. That is, she can deposit 
her money at regular or irregular intervals 
in the savings bank, and she need save 
only enough to buy but one $100 bond at a 
time. Systematic saving requires really but 
the exercise of a little will power and per- 
severance, and need not be dependent upon 
an instalment plan. 

A woman should place her money where 
it will be readily available in case of urgent 
need. Of course, she may sell the bond she 
has bought on credit whether she has or 
has not completed her payments, but there 
is always danger of some loss in such cir- 
cumstances. There is likely to be loss in 
any transaction when one is compelled to 
sell. 

Because the bond she thinks of buying is 
listed on a stock exchange, a woman is apt 
to assume that this assures its ready sale 
whenever she wishes to dispose of it. Many 
bonds listed on the exchanges, however, are 
“inactive” or rarely dealt in, and sometimes 
weeks or months go by before a sale of them 
is recorded. This is not saying that an in- 
active bond has not as good security back 
of it as any of the more active issues, but is 
only meant to show that it lacks the desir- 
able feature of “marketability” and that a 


bond may not be always turned into cash 
quickly. A reasonably active bond, there- 
fore, should be selected for the partial pay- 
ment plan. 

The woman investor should also un- 
derstand that the listing of a bond on a 
stock exchange is not a guarantee of its 
“soundness” or safeness as an investment. 


Advice Needed 


On these, as on other points regarding 
the purchase of bonds, a woman needs sane 
advice. She cannot judge for herself nor 
allow herself to be guided by the advertis- 
ing matter that comes to her notice. Un- 
trained minds require formulas, but the wo- 
man investor should understand that she 
cannot go by formulas in judging securities. 
There is no royal road to judging securities 
for an amateur. In buying bonds a woman 
should seek the advice of the most highly 
rated and conservative dealers she can find, 
even though her business be small and in- 
volve a purchase of but a $100 bond. 

One of the great advantages of the partial 
payment plan is that it encourages regular 
saving. Many investors buy bonds in this 
way who would not, as a matter of fact, buy 
in any other way. This is especially true 
of the new U. S. Government bonds now 
being issued, and for that reason the plan 
as applied to those issues is being widely 
recommended by banks and bond dealers. 








NAVY’S CALL FOR BINOCULARS, SPY-GLASSES 


Dear Sir: 


has changed naval 


its supply of such articles. 
this country to meet the pr 


AND TELESCOPES 


The Navy is still in urgent need of binoculars, spy-glasses and telescopes. The use of the submarine 
so that more “EYES” are 
and efficient lookout may be maintained. Sextants and chronometers 
Heretofore, the United States has been obliged to rely almost entirely upon 
These channels of supply are now closed, and 
, it has become necessary to appeal to the patriotism of 


on every ship, in order that a constant 
eae cine unpentiy vequives, 

countries for 

as no s is on hand in 


esent emergency 
private owners to furnish “EYES FOR THE NAVY.” 


x cooperation with the Navy, to 
addition 


May therefore, ask you 
eA pictorially or in display, by 
following salient features 


announcing, 
in connection with the Navy’s call: 
All articles should be securely tagged, givin 
donor, and forwarded by mail or express to the 


to the above general statement, the 


the name and address of the 
onorable Franklin D. Roosevelt, 


Assistant Secretary of the Navy, care of Naval Observatory, Washington, D. C., 


so that they may be acknowledged by 


him. 
Articles not suitable for naval use will be returned to the sender. 


Those 











accepted will be keyed, so that the name and address of the donor will be per- 
manently recorded at the Navy Department, and every effort will be made to 
return them, with added historic interest, at the termination of the war. It is, of 
course, impossible to guarantee them against damage or loss. 

As the Government cannot, under the law, accept services or material without 
making some payment therefor, one dollar will be paid for each article accepted, 
which sum will constitute the rental price, or, in the event of loss, the purchase 


price, of such article. ‘oe aay 
entirely its success upon publi » I very much hope that 
by lies within 


As this is a matter which depends 
you will feel inclined to help the Navy at this time assis in any way that your power. 


Editor, of Wall Street, as FRANKLIN D. ROOSEVELT 
New Yat N. Y. 1 


Assistant Secretary of the Navy. 














Readers’ Round Table 


{Subscribers are invited to contribute to the Readers’ Round Table Department. From 
our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order that they may present their problems and their thoughts to their fellow 
readers. We believe that this interchange of ideas will prove to the advantage of all. Send 
in your manuscript addressed to Editor, Readers’ Round Table. No names will be used unless 


permission is given.—Editor.] 





Editor, MAGAzINE oF WALL STREET: 

When Henry Ford said that the heaviness 
of railroad equipment increased the cost of 
operation, (see THe Macazine or WALL 
Srreet, Dec. 22, p. 395) he hit the nail on the 
head. Such is the expert opinion given to the 
writer by one of Eye subscribers, a locomo- 
tive engineer of years’ experience at the 
throttle, in every kind and phase of railroad- 
ing all over the country. 

¢ veteran observer contrasts the 20 or 22- 
inch cylinder, modern superheater, 200 Ibs. 
steam pressure engine and a train of six or 
eight steel cars of today, with the 15-inch, 
saturated, 135 Ibs. steam pressure engine haul- 
ing 10 or 12 coaches of some years ago. The 
former made its schedule of then with far 
more ease and with far less cost than the latter 
maintains its time now. rging the power 
and hauling capacity of locomotives has be- 
come the rule, compelled by the exigencies of 
merciless competition. The grinding, killing 
demands of utmost or spurt action in a run- 
ner or racer is what costs and does damage. 
It is the same with a locomotive. 

The change to steel of great strength but 
much less weight, as advocated by Mr. Ford, 
will take time. As an immediate remedy, at 
least in part, for excessive waste of energy 
and therefore for ruinous expense, cut out 
the too high s s and reasonably lengthen 
train-service schedules. , 

“I have a passenger run just now,” said the 
old engineer, “of 172 miles, with 29 possible 
stops and 22 certain ones, to be made in 
five hours. This means that most of the time 
I have to overcrowd the working power of 
the 20% x 28-inch superheater engine at a cost 
in coal and in wear and tear which could be 
very greatly diminished, if my schedule were 
lengthened by 30 or even by 20 minutes. Any 
engineer in the country who knows his busi- 

ness will bear out my statement.” 

' “Let x represent the average working power 
of a locomotive. The general running of the 
heavy trains of today constantly drives and 
urges that power to x +. The plus repre- 
sents a great percentage of the ruinous part 
of the present cost of railroad operation, It 
means an enormously expensive expenditure 
of energy and an accelerated breakdown in 
equipment because of the excessive wear and 
tear. A reasonably lengthened schedule will 
reduce the consumption of locomotive energy 
to x or — x and, coupled with other gains, 
will effect vast savings annually.” 
thw bath Fw ood mapa 
ona co-operative s govern- 
ment, competition will be eliminated. 


Therefore, it will be relatively easy to ac- 
commodate train-service schedules to the gov- 
ernment’s principles of economy in transporta- 
tion expenses and outlay. 

This is the opinion of a veteran expert 
mechanic and student of railroad work from 
the viewpoint of years of practical experience. 
It is orn almost verbatim as an interesting 
sidelight on some of your appreciated maga- 
zine’s discussions of a highly important eco- 
nomic subject. 


Joun A. Votrz, 
Columbus, O. 


Decemser 17, 1917. 
Editor, MaGAzINE oF WALL STREET: 
New York, N. Y. 


Dear Sr: In r d to r zone h on 
332 of your Dec. Theme rene ee ~y thes 
gives a wrong impression of price movements 
because it is based on two different averages. 
If a rail average had been used for the period 
since 1911 it would show that rails are now in 
the “bargain zone,” whereas if an industrial 
average had been used prices would be in the 
“waiting zone.” . 

This leads me to suggest the advisability of 
publishing the rail and industrial averages 
separately in graphic form instead of as a 
combined average as has been done for some 
time past. This would require a larger figure 
than the present one of the single average, 
but not so much larger, I think, but what it 
could be put on a single page with the usual 
other statistical matter. There always seems 
to be some waste space on the page which 
carries the figure of the combined averages, 
for instance, the fancy scroll on page 298. 

My own experience, covering some 15 years, 
has been that the study of the relative action 
of groups of different kinds of securities and 
of the securities of different classes of indus- 
tries is of prime importance in determining 
the broad swings of the stock market. I get 
my first clue to turnings points, especially the 
culmination of bull markets, from this kind 
of study. At times this clue has been suffi- 
ciently positive to determine a course of ac- 
tion without awaiting further confirmation. In 
every case the result of such a study has proved 
a stimulus to the detection of further evi- 
dence of culmination. 

Yours very truly, 
H. H. Rostnson. 
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The Coming Hudson and Manhattan 


Property Has Struck Its Pace—New B. R. T. & 7th Avenue 
Lines a Big Boon—Ilst & Refunding 5s Have Excellent 
Prospects and Are on the Bargain Counter 





By A. U. RODNEY 





IS article is an analysis of a 5% 
first mortgage bond of a traction 
system which runs under the Hud- 


son River and into the heart of 
New York City, carries 70,000,000 passen- 
gers annually and is now on the verge of a 
very rapid development. Although the com- 
pany has demonstrated its ability to earn its 
interest charges over a period of years, 
with a good margin of safety, the bond is 
still selling at 50c. on the dollar, not .be- 
cause of intrinsic weakness, but because of 
the slowness on the part of investors to 
realize its potentialities. 

Tractions in general and New York 
tractions in particular have been in such 
disfavor with investors that the mere men- 
tion of their securities is enough to cause a 
tirade of protest. Is it any wonder? On top 
of man-created difficulties in the form or 
“irregularities,” practiced by some of the 
old-time traction magnates, came a set of 
circumstances in the form of high costs for 
labor and materials against the seemingly 
insurmountable barrier of a fixed income. 

But prejudices are fatal to investment 
success. The investor who can let facts 
and foresight be his only guide is the one 
to reap the real benefit in the process of in- 
vesting for profit. 

The strong point about Hudson & Man- 
hattan at the present time is that it has 
finally worked itself into a position where 
it has passed the danger point in earning 
power. The years in the past have been 
those of construction and development up 
to a point where Hudson & Manhattan can 
be sure of its power to earn an increasing 
amount each year. Hudson & Manhattan’s 
growth in earnings should be normally up- 
ward, di ing extraordinary favorable 
factors that might send them abruptly up- 
ward. New lines are being constructed; 


new business gathered; feeding lines of 
other tractions have been completed, which 
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together spell a fine future for the affairs 
of the great tunnel company. 
A Miscalculation 

When the engineers took up the task of 

building the Hudson & Manhattan lines 


; spared 
were provided for handling about 
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amount of traffic, in addition allowing 
space for normal growth. The trouble was 
that this volume of traffic was not forth- 
coming. The company was obliged to 
struggle along at the start with a traffic of 
about 30,000,000 passengers and it was not 
until the present year in fact that the total 
expected at the very beginning was reached. 
Of course, in the meantime there was an 
extraordinarily high expense for the small 
volume of traffic and so many difficulties 
were encountered that the Hudson & Man- 
hattan was looked upon almost as a failure. 
Even now it seems that the Hudson & 
Manhattan Lines could handle twice as 
much business as at present without stretch- 
ing its facilities to any great extent. 


level, normally tend upward at the same 
or an increasing rate from year to year, 
but hardly ever turn back unless some 
extraordinary feature enters into the situ- 
ation. A survey of the income statements 
for the last seven years shows that the Hud- 
son & Manhattan’s earnings reached and 
crossed the normal line two years ago and 
are now safely above this line. 


Recent Earnings 


In 1916 the company showed the largest 
gross operating revenue in its history, the 
amount being $4,084,848 against the best 
previous year of $3,750,950 in 1914, and 
against $3,725,989 in 1915. Despite the 
tremendous increase in cost the company’s 








HUDSON & MANHATTAN R. R. 
IMPORTANT FEATURES OF INCOME ACCOUNT FOR 7 YEARS: 


% Avail. 

Gross Net Exp. to for Bond 
Op.Rev. Op.Rev. Gross Interest 

1910+ $1,801,086 $940,204 47.80 $1,465,218 . 
1911 3,044,755 1,857,631 38.99 2,312,794 
1912 3,630,061 2,321,956 36.04 2,742,595 
1913 = 3,743,713 7 3886 2,735,690 
1914 3,750,950 2,303,610 38.58 2,841,514 
1915 3,725,989 2,269,393 39.09 2,779,130 
1916 «=«._:«-4,084,848 9 = 2,462,214 39.72 =. 2,877,537 


*Deficit. Year ended March 31. 


Avail. for Inc. 

Bond Times Inc. Bond Bond Times 
Interest Earned Interest Interest Earn 
$1,387,830 1.05 SrEe | - Seeeek ene 
2,303,925 1.00 a ‘ane 
2,879,081 0.95 136,486  ...... noe 
2,020,264 1.35 715,426 $276,071 2.59 
2,121,007 1.34 720,507 662,040 1.09 
2,137,998 1.29 641,132 662,040 0.97 
2,155,402 1.33 722,135 662,040 1.09 








The natural result of the initial over- 
estimate of procurable business was finan- 
cial difficulty for the company so that def- 
icits here and there had to be made up by 
one charge after another. For years the 
company has shown the bond interest earned 
little more than from one to one and one- 
quarter times. The gross revenues from 1911 
to 1915 averaged around $3,700,000. After 
charges, about $2,700,000 was left for bond 
interest. For example, in 1915 gross re- 
venues were $3,725,989, the amount avail- 
able for bond interest was $2,779,130. All 
these features can be seen at a glance by re- 
ferring to the Table herewith. 

At first glance the opinion might be 
gathered that earnings have not been very 
satisfactory and have not grown the way 
they should. A close analysis, however, 


reveals an entirely different state of affairs. 
Earnings have been increasing slowly but 
steadily and earnings of a corporation of 
this kind when they once reach a certain 


net operating revenue was maintained at a 
satisfactory level. Much comment was 
heard when the directors in February voted 
to pass the April Ist interest on the $33,- 
000,000 adjustment income bonds of the 
company. The reason for taking this ac- 
tion was the decision to establish a million 
dollar fund for contingencies that seemed 
likely to arise due to the high cost of labor 
and materials, lack of fuel and many other 
difficulties that have a habit of springing up 
in times like these. The 2 per cent. rate on 
these adjustment bonds is being earned 
despite these conditions. 

Graph II accompanying this article shows 
the trend of operating income for 1916, and 
the ten months of 1917 clearly show that 


* despite high costs and increased wages the 


operating revenue has maintained its last 
year’s favorable level and in fact has shown 
a slight increase. If this spells nothing 
else, it at least shows that one of the com- 
pany’s securities, namely, the Ist and re- 
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funding 5 per cent. bonds, are just as safe 
as they ever were and entitled to sell higher 
on this showing alone. 

In Graph I the steady growth in passen- 
ger traffic up to 1915 is depicted and the 
remarkable feature is the growth from 1915 
to 1916 and the jump in traffic from 1916 
to 1917. In 1916 the passenger traffic in- 
creased 6,268,438 passengers, or 10.5 per 
cent. over 1915. Business from the Jersey 
side, due to increased activities at and 
points near the company’s lines, have de- 
veloped passenger traffic tremendously. 
There is no reason why this business can- 
not be maintained after the war, and as a 
matter of fact should be increased rather 
than decreased because of the education the 


easily. The Hudson Terminal Buildings 
are and have been for years fully rented 
and the revenues from them are a source 
of steady income to the Hudson & Man- 
hattan Company. The reason is obvious. 
Jersey dwellers or those who have busi- 
ness in Jersey, find the combination of office 
and transportation facilities most conveni- 
ent. When the new stations of the B. R. T. 
and Interborough are working at full blast, 
the Hudson Terminal Buildings will prac- 
tically be a hub of lower New York, assur- 
ing full tenancy at all times. 


The Real Incentive 


All the foregoing facts show that the 
Hudson & Manhattan has at last struck its 





Growth, in Passenger Traffic of Hudsen & Man.R.LR. 


Graph I. 
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people have received in using the excellent 
facilities afforded by the Hudson & Man- 
hattan Lines. A steady increase in pas- 
senger business has been derived from the 
wider use of the company’s lines to connect 
with the Pennsylvania and also to go direct 
to Newark. According to present indica- 
tions traffic in 1918 should increase as 
much over 1917 as 1917 did over 1916. 
Hudson & Manhattan has a great money 
maker in its Hudson Terminal Buildings. 
It'might be said without exaggeration that 
these buildings are the best in the world. 
There are several things that go into the 
making of a “best” office building; it must 
be not only of excellent construction and 
modern facilities, but also must be rented 





pace and that even with only a normal 
growth in its business, its earning power 
should slfow a steady increase and the mar- 
gin of earnings behind its securities should 
be built up proportionately year after year. 
There is enough inducement in this condi- 
tion of affairs to warrant optimism as to 
the future of the company and its securities, 
but when the developments which have 
been long under way and are just coming 
to a head are considered, we find the real 
incentive for the consideration of the Hud- 
son & Manhattan at this time. 

It has probably occurred to few of us 
that the Seventh Avenue Subway, the one 
that has made the New York streets more 
trench-like than the fields of France, will 
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be completed according to present estimates 
no later than September of the present year. 
What does this mean to the Hudson & 
Manhattan? Simply this, that the lines ot 
the new branch of the Interborough run to 
a station in 30 Church Street on the west 
side of the building. Thousands of com- 
muters going from one of the many rail- 
road ‘stations fed by the Hudson & Man- 
hattan, can, without leaving the Hudson 
Terminal, step right into the subway and go 
either uptown or over to Brooklyn. The 
Hudson & Manhattan is bound to be the 
principal beneficiary of this new business. 





HUDSON G MANHATTAN R.R’s 
STABILITY OF OPERATING INCOME 
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It cannot be estimated now just how great 
an increase in revenue will be derived from 
this ‘source but it is sure to be very sub- 
stantial. ° 

The best is yet to come. -The Brooklyn 
Rapid Transit has under construction lines 
that will run from Montague Street, Brook- 
lyn, under the East River into the Hudson 
Terminal at 30 Church Street. A station 
on the east side of this building has al- 
ready been constructed and the trains even 
now are running from Rector Street station 
up Church Street over Broadway to 42nd 
Street. The line will be built up to 59th 
Street and over 59th Street across the river 
again to Queens. 

The line from Rector Street over to 
Brooklyn and from 42nd Street to Queens 
is not in operation as yet, but when running 


it is obvious what a great increase in traffic 
this will bring to the Hudson & Manhattan. 
One living in Jersey may in less than an 
hour get to Queens or to Montague Street, 
Brooklyn, and vice versa, Brooklyn people 
going to Jersey can find no quicker or 
better transportation than by the way of 
the Hudson & Manhattan Tubes under the 
Hudson River. 

Competition that existed heretofore with 
ferries, railroads, such as the Pennsylvania, 
etc., will be immediately wiped out. For 
one thing people living in Jersey will be 
able to leave their side, cross through the 
Hudson & Manhattan Tubes, change at 30 
Church Street and walk right into a train 
carrying them direct to Coney Island. Nor- 
mally in the summer the traffic on thé 
Hudson & Manhattan Lines reaches its low 
ebb for the simple reason that office busi- 
ness is not great and that heretofore there 
was no particular incentive for crossing 
the river by means of the tube. This pro- 
spective Coney Island business is bound to 
keep traffic at its maximum during the sum- 
mer as well as the winter, thereby causing 
an enormous jump in passenger traffic for 
the year. 

The possibilities for development of the 
Hudson & Manhattan are too numerous to 
mention in an article of this kind. For 
example, there is the possibility of using 
the Hudson & Manhattan -facilities for 
freight business. Just now conditions are 
terribly congested in the New York Harbor. 
Shippers, the Government and everybody 
else would probably be very thankful to 
the Hudson & Manhattan if they could 
work out a way to handle some of this 
freight. This business could be arranged 
to be handled in the slack hours during the 
night or off times during the day. Such an 
arrangement is an operating problem. Busi- 
ness of this kind if built up now could prob- 
ably be maintained profitably when con- 
ditions return to normal. At any rate this 
is a possibility worth thinking about. 

The passenge- business to Newark should 
be greatly increased by the improvements 
now being instituted by the Pennsylvania 
Railroad. The Pennsylvania Railroad: is 
providing the proper track facilities from 
Summit Avenue to Manhattan Transfer so 
that the high speed electric service trains 
may have the exclusive use of its own 
tracks. , 
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What does this outlook for increased 
business mean? What can it mean except 
that in addition to the normal expected 
growth of the property we find conditions 
entering into the situation that should make 
the earnings’ line turn abruptly upward? 
The big money in Wall Street is made by 
careful investigation of various companies 
and grasping at the right time, before the 
less alert are able to see the shadow of com- 
ing events, the opportunity to purchase se- 
curities when they are low and unappre- 
ciated. With the outlook for the Hudson 
& Manhattan unclouded, there is at least 
one of its securities which combine the in- 
vestment feature of safety with excellent 
speculative possibilities. When the Hudson 
& Manhattan’s ist 5s were selling at 90 
they were not as well secured and had no- 
where near the possibilities that they now 
have selling near the lowest figure in their 
his 

Selling at 50, yielding 10 per cent. on 
the investment with earnings steadily in- 
creasing and a record of continuous pay- 
ment of interest since issuance, they are 
certainly worthy of a careful investor’s 
attention. The bonds are mortgage on the 
entire property subject to $6,685,000 in 
prior liens. There is outstanding an issue 
amounting to $37,119,133 and the replace- 
ment value of the property is conservatively 
estimated at say, $90,000,000. Of course, 
with a security of this kind the replacement 
value of the property is the minor item. 
The earning power of the corporation and 





its tendency to increase are the real factors 
that go into the making of the value of this 
bond. Earnings in the normal course of 
events are ample to pay the interest on 
the bonds with a fair margin. This is the 
investment feature. 


Larger Earnings Ahead 

The speculative feature lies in the proba- 
ble tremendous increase in earnings due to 
all the new developments coming to a head 
in the near future. The margin of earn- 
ings on these bonds should increase year 
after year and with it the price of the 
bonds. In the meantime the holder gets 
an excellent return on his investment. For 
a long pull speculative investment few 
securities, in the writer’s judgment, offer 
better possibilities with equal safety. The 
junior securities of the Hudson & Man- 
hattan are, of course, speculative. The 
income bonds will benefit by these de- 
velopments, but a purchaser of them must 
wait until the directors think the com- 
pany is in a position to pay the interest on 
them. They are secured by a subsequent 
lien upon all of the property. The Ist 5s 
are secured by a first mortgage on:the prop- 
erty and are bound to receive their interest 
or the company goes out of business. All 
in all the Hudson & Manhattan’s Ist_5s, 
selling at their present price with such se- 
curity behind them, and with the present 
outlook for increased earnings, may be 
conservatively classified as being among the 
cheapest bonds in Wall Street. 











SUGGESTIONS IN REGARD TO INQUIRIES 
The very heavy volume of inquiries which this publication is now receiving makes it nec- 
essary to ask our subscribers to co-operate with us in order that we may maintain and improve 
the high quality of service which the Investors’ Personal Service Department renders to our 


readers. We therefore suggest that: 


(1) Not more than two or three inquiries be submitted at one time. Occasionally a sub- 
seriber sends in a long list of securities asking for an opinion on each. The careful manner in 
which the Investors’ Personal Service Department handles its inquiries makes it impossible to 
give such inquiries the immediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear the writer's name 


and address. 


(3) Enclose stamp or stamped and addressed envelope. genoa » a. 
The above suggestions are drawn up for the benefit and protection of our readers ost 
those inquiries which conform with them will receive first attention. 


When a reader wishes a special investigation or a special analysis of « security « aabject 
we shall be pleased to submit an estimate of the special charge for such work. 
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Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





ADAMS EXPRESS—Government Opera- 
tioa ble—Indications strongly point 
to the taking over of the express companies 
by Federal Government. Representatives 
who were in Washington to confer with 
Director General of Railroads expressed the 
belief that Government would take this 
course. In certain banking circles hope is 
expressed that the Government will take 
over express companies. In the case of 
Adams it is believed it would be a favorable 
argument on the stock with that issue at 80, 
selling at little more than half its demon- 
stratable value. Adams continues to show 
large deficits from express operations. Sep- 
tember resulted in a loss of $410,673 after 
taxes and for the nine months ended Sept. 
30 the deficit after taxes was $1,650,870, com- 
pared with a surplus of $905,677 for the cor- 
responding period in 1916. This, although 
gross, has been the largest ever experienced, 
and for the period mentioned $2,570,134, or 
at guetr than for the first nine months 
o , 


AM. TEL. & TEL.—Dividend Statement 
—With checks for the Jan. 15 dividend, 
stockholders were informed that Dec. 15 
dividend, 1916, was made from net profits 
of 1916. Subsequent dividends paid in 1917 
and the other dividend, payable Jan. 15, 
1918, were earned in 1917. 


B. R. T.—Receipts, $2,143,715 Increase— 
Passenger traffic on lines operated by the N. 
Y. Consolidated (operating company of the 

R. T. under lease) for October, 1917, 
showed an increase of $2,143,715, or more 
than 12% over the corresponding month of 
1916. The large increase is due to the open- 
ing of the Broadway and Canal street sub- 
way section to 14th street, Manhattan, 
which carried during the month 1,474,817 
passengers. About 600,000 of these were 
diverted from the Center street loop line. 
The Fourth avenue line in Bfooklyn also 
showed a large increase, the oe being 
2,351,435 for October, as against 1,817,099 for 
October, 1916. 

BROOKLYN UNION—(See Con. Gas, 


CITIES SERVICE—Income Doubled— 
Whereas this income for 1916 was nearly 
nape eg greater than in 1915, the earnings 
or the 12 months ended Nov. 30, 1917, ex- 
ceeded the 1916 figures by over $10,000,000. 
December figures were not available when 
the compilation was made. 

CONSOLIDATED GAS, N. Y.—Earned 
$7.75 a Share—Net income of $7,74),077 
for the year ended December 31, 1917, was 
equal to $7.75 a share on $99,816,500 
capital stock, compared with $867 a 
share in 1916 and 52 a share in 1915. 
Balance sheet, December 31, 1917, shows 


a profit and loss surplus of $19,890,439, com- 
pared with $19,910,697 Dec. 31, 1916. Con- 
solidated and Brooklyn Union closed con- 
tracts for their. water-gas oil requirements 
in 1918 at a cost of more than 6% cents a 
gallon, an advance of 1% cents over the 1917 
price. That year’s price of 5.035 cents a gal- 
— an advance of 2 cents a gallon over 


PEOPLE’S GAS, CHICAGO—Shipment 
Arrangements—Has issued a_ statement: 
“We have arranged with the Texas Co. at 
Joliet to ship by tank boats 600,000 to 700,- 
000 gallons of oil via the Drainage canal, the 
only route left since the railroads got 
blocked. Last Friday our customers used 
10,000,000 feet more gas than we made, an 
increase of 124% over normal consumption; 
and last Saturday the By-Products Coke 
Co., at South Chicago, had to suspend work, 
causing us a loss of 10,000,000 feet of gas, 
and that night consumers used 17,000,000 
feet more than we made in 24 hours, so we 
reduced the pressure.” 


PITTSBURGH RYS.—Better Service 
Urged—Orders issued by Public Service 
Commission to improve has not checked ef- 
forts on the part of citizens to secure bet- 
ter service. ass meetings have been held 
by various local boards of trade, and a civic 
committee representing about 30 boards of 
trade and civic clubs adopted resolutions at 
a meeting held at William Penn Hotel. De- 

artment stores and one newspaper are col- 
ecting protest coupons for delivery to the 
company. 


WESTERN UNION—Collateral Trust 5s 
—These bonds due Jan. 1, 1938, have been 
placed in a strong position by the prosperity 
resulting from the war. Total amount out- 
standing is $8,745,000, while in 1915 and 1916, 
after payment of dividends, oompen carried 
earnings of $5,181,228 and $7,577,263, respec- 
tively, to profit and loss surplus, which, add- 
ed to previous surplus, made a total of $24,- 
568, as of Dec. 31, 1916. On the same 
date net working capital stood at $22,711,278, 
and this item is estimated to have increased 
to $27,000,000 in 1917, as against $3,178,875 in 
1910. Surplus after charges in 1917 was $13,- 

66,950, an increase of $1,371,545 over 1916, 
despite an increase in operatiug expenses 
and taxes of $11,418,098. In ‘its fiscal year 
ended Dec. 31, 1917, excelled all former rec- 
ords of gross income and net profits for the 
$99,786, stock. Operating revenues made 
a gain of $14,767,892, or 23.2% over the pre- 
vious year. The largest previous gain was 
in 1916, an increase of $10,847,346 over the 
1915 year. The 1917 gain in new business 
was actually greater than the 7 in gross 
ped all the period from 1907 to 1914, in- 

usive. 
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Low Priced Mining Stocks of Merit 


Review of Ray Hercules, Cresson Consolidated, Canada 
Copper—Mines in the Making 





By VICTOR DE VILLIERS 





“All that glitters is not gold.” 


HE hundreds of letters which are 
received in the Inquiry Depart- 
7 ment of THE MaGAZINE OF WALL 
— STREET weekly, afford evidence of 
public interest in low-priced mining stocks. 
It is clear that at least twenty per cent of 
correspondents are directly interested, and 
about as many more indirectly. 

We are convinced from the letters we re- 
ceive, that we owe it to our readers to give 
them the benefit of our research, in a series 
of articles covering the meritorious moder- 
ate priced shares of “mines in the making,” 
which can be purchased outright, and held 
regardless of intermediate fluctuations until 
the selected companies have “found them- 
selves” in the fullest sense. These issues 
should appeal to the large or small investor 
by reason of their comparative immunity 
from drastic declines in disturbed markets. 
Their low price, popularity, and market- 
ability insures ease of mind, facility of 
averaging at still lower prices, opportuni- 
ties for profit, liquidity of capital, and 
other advantages not possessed by most 
stocks selling at a higher price. 

The low priced issues have their swings 
between high and low. It will be seen on 
reference to Table I, that"many an aristo- 
crat of the Big Board was. once a football 
of speculation—‘‘a cheap mining stock.” 
History has a habit of repeating itself, and 
who will be bold enough to predict that the 
issues we intend recommending in these 
pages may not duplicate the performances 
of such leaders as Utah, Chino, Miami, Ray 
and Magma? 

We earnestly urge you to ignore the tradi- 
tion that because a stock is cheap and is a 
mining stock, it is worthless. The new 
lesson is that mining is as highly stand- 
ardized as any other industry. 
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There are three great classes of mining, 
with precedence in the following order: 
copper, silver, gold. Financial writers say 
“Copper is King” and “Silver is Queen” 
based upon the number of companies oper- 
ating the group, the scale of operations, 
capital involved, and dividends paid. This 
description certainly fits our North Ameri- 
can Continent as a metal producer. There 
are other classes of profitable metal mining 
such as liver-lead, zinc, and iron-ore, but 
the low priced mining stocks are representa- 
tives of companies producing copper, silver 
and gold. 

It will not serve any useful purpose to 
travel outside of this field of investment. 
Whether an investor should prefer the one 
class to the other must depend upon the 
stock itself, the outlook for each metal, or 
his own taste. The outlook changes from 
month to month. Economic conditions, war 
or peace, supply and demand, the money 
market, over or under-production—all are 
underlying factors which determine the 
main trend and immediate outlook for pros- 
perity or depression. A study of these con- 
ditions might be interesting to the novice, 
but the prudent investor will not make his 
commitment on a superficial examination 
of fundamentals, for the old maxim “A lit- 
tle knowledge is dangerous” applies with 
great force to mining investments. Where 
these factors are occasionally touched upon 
in the forthcoming analyses, we only do so 
in so far as they have a direct bearing upon 
our recommendation to purchase. 

The selection of a metal stock for a long 
pull is a matter of delicate discrimination. 
Obviously it requires present judgment ap- 
plied to long range future possibilities, for 
the property, and the metal it produces. We 
pin our faith to these leaders: copper, silver 
and gold as indispensable to peace or war, 
and suggest that the judicious investor turn 
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his eyes, his thoughts, and a portion of his 
funds towards our newer mines; some in 
their swaddling clothes; lusty young giants, 
with their careers and years of productive 
life before them. 


Ray Hercules—a Sprinting Copper 


Ray Hercules is spoiling the venerable 
belief that it takes years to make a mine. 
Although incorporated August, 1915, Ray 
really went into business as a mine-maker 
in the year 1913. At this writing, four 
years later, the mine is made without any 
reasonable doubt. If a better example of 
aggressive Yankee hustle can be proven, we 
are willing to take the laurels from Presi- 
dent Armstrong, Engineer Krumb and Man- 
ager Addams, and their fellow-hustlers, to 








TABLE I—EXTREME HIGHS AND LOWS OF 
IMPORTANT MINING ISSUES 


Listed N. Y. Stock Exchange 
Hi 


gh Low 
WE acc cau cinewsyansced 40% 118% 13 
TT i acnae Aa Secscgn esis 37 1 
I Ts a. cenecenetectosedes 14 6 
Amaconda ..............+-- 105% 14% 
DE ni cius acasbuaeeed A. we 
Butte Superior ............ 

American Zine ..........-- 97% 6 
DEED <6 dn duce ben ceedeeces 4% 
Listed N. Y. Curb 

ae Low 
NE an iin cab ac eeiase 9 1 
Cons. Copper ........:....- 12% 1 
Se rE Ree ™% 1 
Mason Valley .............- 8% 2 
= ey Puna es 3% mate * 1% 
mite Copper ........--ee+5 
yt PLR EE aE. 69 10 
Verde Extension ............ 45 2 








whom all credit is due for turning a semi- 
prospect into a near-producer in four short 


years. 

Ray Hercules controls the Arizona-Her- 
cules Company and its 207 acres of copper 
claims in Ray, Arizona, which are practi- 
cally surrounded, and actually side-lined 
by the Ray’s Consolidated holdings. The 
latter is among the big producers and the 
ore bodies are identical. The junior com- 
pany’s engineer supervised the drilling of 
Ray Consolidated and Inspiration Mines, 

and is consulting engineer for Kennecott 


Copper. scat Darina iat 


tant position with Ray Consolidated. It 
is unofficially reported that Ray Consoli- 
dated interests are “interested” in Ray Her- 
cules. Nearly a million dollars has been 
spent on the property since its incorpora- 
tion, and expenditures are still “going 
strong.” The Board of Directors is a par- 
ticularly conservative one. 

Ray Hercules selling around 4 is dis- 
tinctly a little brother of Ray Consolidated 
selling around 22. Prophetic vision is un- 
necessary: the future is clear with “blind- 
ers” on. A conservative copper authority 
stated on January 18, 1918, that Ray Her- 
cules may be the only new copper producer 
in 1918. 

History 

The company was incorporated in Au- 
gust, 1915, with an authorized capitaliza- 
tion of $10,500,000; or 1,500,000 shares 
at $5 par. A strong syndicate under-wrote 
500,000 shares, and the subsequent public 
offering at $3.75 was over-subscribed. 

Practically all the stock is outstanding 
and held by strong investment interests. 
Scattered public holdings form a small por- 
tion of the whole. There is no bonded, or 
floating indebtedness. 

Marketwise, the stock has had a serene 
history on the N. Y. Curb. Free from 
manipulation, or forced distribution, the 
market has been one of natural absorption 
and circulation. The stock usually fol- 
lows the “Coppers” without particular fea- 
ture. The high and low has been 6% to 
234, and average 4% to 5. It is seldom 
very active. 


Development—Ore Reserves 


Ray Hercules management made a good 
start by deciding to develop ore reserves 
and not production, the basic thought be- 
ing to postpone quantity production till the 
life of the mine was absolutely assured, and 
a mill capable of handling its ores had been 
constructed. This program has been fol- 
lowed to the letter. Preliminary work on 
14 acres, by “churn drills” developed 
around 3,500,000 tons of 2.36% copper at 
the time the company took over the 
in 1915. In February, 1917, the figure 
rose to nearly 9,500,000 tons of fully de- 
veloped ore, the grade conservatively 
averaging 1.77 per cent. No esti- 


copper. 
mate has been made of additional possible, 
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probable, or indicated ore for over a 


year. The majority of its acreage is 
still virgin ground, and it is clear that 
if not another ton is developed, Ray 
Hercules is already a large mine with suf- 
ficient ore to keep a reduction plant busy 
for fourteen years, handling 2,000 tons 
daily. The company’s engineers will prob- 


tons daily, or 24,000,000 Ibs. of copper an- 
nually should be reached in a year or two. 
Engineers figured in 1915 a recovery of 
33.44 lbs. of copper at a cost of 8Y%c. a 
pound. We prefer to be guided by the ex- 
perience of Ray Consolidated, and estimate 
a 25-28 lb. recovery at 10 to 10%c. in a 
1,000-2,000 ton mill. Copper, now upon 








TABLE II—CANADA COPPER’S 12-YEAR PRODUCTION AND EARNINGS 


GREENWOOD SMELTER RETURNS 
* FOR 12 YEARS 


(Partly from Custom Ores) 


Year Copper, lbs. Gold,oz. Silver, oz. 
| ees 5,601,309 26,226 95,410 
eS 5,820,651 20,238 82,193 
eae 8,643,133 24,967 101,114 
a 5,767,355 13,597 58,204 
. —ae 6,325,000 18,244 64,234 
. 7,143,456 24,962 84,180 
a 9,944,987 31,144 134,266 
ee 11,146,811 25,863 142,025 
wince 96, 26,641 137,052 
REE 4,116,190 14,442 63,501 
a= 1,734,385 5,417 23,003 
a 5,196,239 12,366 49,928 


*Year ending November 30. +13 months end- 
ing December 31. {To August 14, when mines 
closed down. §Closed down until July 26, 1915. 


INCOME ACCOUNT OF THE FORMER 
OPERATING COMPANY (BRITISH 
COLUMBIA) 


For Eight Fiscal Years Up to Dec. 31, 1915, 

Is as Follows: 

Total Operating Custom 
Year Profits Charges Ores, etc. 
DN iki diet $1,099,959 $899,475  ...... 
1,248,970 985,216 $58,781 
ae 1,466,749 1,158,294 51,894 
ees 1,968,158 1,533,263 300,966 
et 2,491,278 | 1,570,206 495,087 
42a od ach 1,904,694 1,424,298 *834,237 
SE cared ots 911,355 788,685 162,435 
«ae 468,424 457,124 36,218 





*Includes depreciation written off to mines 


and plant, amounting to $465,737. 








ably develop around 25,000,000 tons of 
positive ore in the next couple of years, and 
this is not the final figure, as we see it. 
By way of comparison with its big brother, 
Ray Consolidated, estimated ore reserves 
of Ray Hercules are about double those of 
the big company ten years ago. Ray Con- 
solidated now has around 100,000,000 tons. 


Production and Earnings 


The Ray Hercules Mine has two shafts, 
each of three compartments, a partially 
completed million-dollar mill, railroad con- 
nections, power plant and complete equip- 
ment—all of which must lead to one con- 
clusion. Ray Hercules is a big proposi- 
tion. 

The company is not a producer except in 
the incidental course of development. Un- 
official estimates credit the company with 
an income of $20,000 a month from this 
“side line.” 

The mill should be completed by June, 
1918, and producing 1,000 tons gaily from 
the start. This means about 12,000,000 lbs. 
of copper annually. Full capacity of 2,000 





a fixed-price basis of 23'4c. a pound, can 
be estimated from 20c. to 25c. Ib. in the 
immediate future. The following table, 
indicates nearby possibilities. 


ESTIMATED FUTURE EARNINGS 
10,000,000 Lbs. 18,000,000 
annually; op- lbs. annually; 


Price of erating 1,000 operating 
Copper ton mill. 2,000 ton mill. 
23c. a lb. 63c. $1.11 
25c. a Ib. 93c. 1.63 


Cash resources are around $1,500,000. 
About $500,000 should be sufficient to com- 
plete the mill, and leave current earnings 
intact. From that point, the company will 
be on a permanent self-supporting basis. 
Dividends are not in sight until the begin- 
ning of 1920, but a conservative long-pull 
investor will not find this an objectionable 
feature, with the strong probability of com- 
pound interest in enhanced capital value 
ultimately accruing to the patient holder. 


Conclusion 


is an attractive long- 
It has a capable, 


Ray Hercules 
pull copper investment. 
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and conservative management, and expert 
advisers. It is backed by powerful finan- 
cial interests. It possesses speculative possi- 
bilities of a high order. It should dupli- 
cate the success of Ray Consolidated during 
the next five years, with further develop- 
ment of its large holdings, and become a 
big mine with a long life of productive 
activity. Although copper stocks should be 
bought for permanent investment when the 
metal is selling at normal prices, Ray Her- 
cules will enjoy a period of “23%4c. cop- 
per,” and can earn around $1 a share on a 
lower price. Only 15% of its holdings are 
developed, and at this writing activity and 
strength in the shares suggests that accumu- 
lation is taking place. Despite the usual 
buying rule, Ray at 4 is a promising specu- 
lation at this time for the courageous in- 
vestor. 
Cresson—the “Come-back” 

Cresson Consolidated may be described 
as “the mine that came back,” although it 
took its own time in doing so. The com- 
pany, owning about 50 claims in the Crip- 
ple Creek district of Colorado, was origin- 








TABLE III—CANADA COPPER 
ESTIMATED EARNINGS ON l6e. AND 
23%c. COPPER 

l6c. 23%4c. 
C Cc ign 
Estimated annual earnings.$1,781,000 $3,836,000 
Earnings per (all 
bonds converted) $1 $2.16 











ally incorporated in 1894 for $1,500,000, 
par $1, and was later abandoned. Twenty 
years after, in 1914, something happened. 
Somebody blundered into a cave at the 
1,200 ft. level. It was a fortunate accident, 
for beneath the dirt, the walls and floor 
were lined with gold. The floor was cov- 
ered with gold particles worth $100,000 a 
ton, as if some ancient Tiffany had made 
the Cresson his work-shop. The “dust” 
was shovelled into sacks like sand, and the 
discovery is a part of famous mining his- 
tory. Cresson’s “jewelry shop” is still re- 
membered by old-timers. A single ship- 
ment realized about $400,000 and over $2,- 
000,000 was produced in 1915. In July, 


1916, the present company bought the old 
“failure” for over $4,000,000. Dick Roe- 
lofs was put in charge, and what he did 


with Cresson brings us down to its modern 
history. 
Recent History 

Dick Roelofs knew the Cripple Creek 
district, and consequently looked for riches 
at depth. His calculations were correct, 
for in April, 1917, and July, 1917, two 
notable “strikes” on the 1,200 ft. and 1,400 
ft. levels occurred; the one near the “Jewelry 
Shop” vein, and the other parallel to the 
main vein; carrying $35 to the ton. More 
recent work has uncovered high grade ore 
on the 1,400 ft. level. In November, 1917, 
new ore estimated to yield half a million 
dollars profit was again discovered. It is 
not improbable that further “strikes” will 
occur before the last chapter in its history 
is written. 

The Cresson mine was producing in a 
moderate way in 1911-1913 with an average 
net income around $325,000 annually from 
an annual production averaging 30,000 tons 
of ore. Production, grade, and earnings 
then went up abruptly as the following 
table shows: 


Ore shipped, Net 
tons income 
IER eee 50,564 $633,967 
Ee 61,155 *2,177,891 
a ee 68,965 1,623,658 
Aug. 1916-Aug., 1917. 101,348 2,359,663 





*“Jewelry Shop” ore included. 


Operating profits from January to Au- 
gust, 1917, averaged $155,000 a month, or 
$1.50 a share annually. Present earnings 
are being maintained around the $150,000 
a month mark. 


Development—Reserves—Dividends 


The property is well equipped and the 
mine operated by a two compartment shaft, 


1,600 ft. deep, with intermediate levels 
every 100 ft. 

Fully developed ore reserves November 
23, 1917, based on blocked out ores and 
only in terms of net value, are around $4,- 
000,000, according to our calculation. This 
represents nearly $3 a share. Cash at this 
date was around $1,260,000, or about $1 a 
share. To this should be added property 
valued in December, 1916, at $1,500,000, 
another $1 a share. The total valuation 
$5 is therefore around the present market 
price. 

The gross production of Cresson to this 
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date is well over $8,000,000, while divi- 
dends total the impressive sum of $6,000,- 
000. The regular rate is now 10 cents a 
share monthly, requiring $122,000 com- 
pared with earnings around $150,000. The 
investment yield is about 20%. There is 
no reason why this dividend, and generous 
return should not be maintained indefin- 
itely. Until September, 1916, the shares 
were closely held, when they were listed 
on the N. Y. Curb. The price range has 
been from a high around 9 to a low around 
5, with an average price of 6-7. The pres- 
ent price is 5%. 
Conclusion 


Cresson Consolidated is a consistent divi- 
dend payer, free from debt, with ample 
cash, unlimited resources, and large re- 
serves of developed and probable ore of a 
fixed value. The company is managed by 
some of the most capable mining men in 
the country. The majority of its directorate 
are officers of successful mining companies, 
or the heads of leading commercial enter- 
prises. Its shares are as desirable to pur- 
chase, and hold outright as an investment 
for profit, as any mining shares can be. We 
favor a purchase in the expectation that 
permanent income and satisfactory profits 
will reward the patient holder. 


Canada Copper—a Young Giant 


Returning once more to the red metal, 
we come to Canada Copper selling around 
2. The foundation of this corporation goes 
back to the history of the British Columbia 
Copper Company, the original owner of the 
mines. The British Columbia Company 
was incorporated in 1898, and after a prof- 
itable producing period covering about 
seven years, during which dividends to the 
amount of $615,399 were disbursed, it was 
found that the encountering of lower grade 
ore, and other mining troubles, made it nec- 
essary to examine new properties. This re- 
sulted in the expenditure of all its earnings 
and surplus, and caused the accumulation 
of a floating debt. Owing to options matur- 
ing, the directorate of the British Columbia 
Company decided that pressing obliga- 
tions could only be met by the organiza- 
tion of a new company. The result was 
that the Canada Copper Corporation—the 
company now under discussion—was organ- 
ized in 1914. Its capital has been increased 


since then, and now stands at $10,000,000, 
consisting of 2,000,000 shares, par $5. Out 
of this authorized issue there is outstand- 


ing $4,727,270, or 945,454 shares. The 
company also has outstanding $2,500,000 
ten-year 6% First Mortgage Convertible 
Bonds, convertible into Canada Copper 
stock at $3 a share. With all bonds con- 
verted, there will be issued 1,778,787 
shares. The old British Columbia Copper 
Company has ceased to exist since March, 
1917, when the Canada Copper took over 
its assets, and decided to operate its prop- 
erty. 
Properties and Development 
The most important properties consist of 


3,000 acres of land near Copper Mountain, 
British Columbia, 307 miles northwest of 








TABLE IV—CANADA COPPER EARNINGS 
ESTIMATED ON l5e. to 20c. COPPER 


Estimated Estimated Annual 

Price of Annual _ Earnings per Share, 
Copper Earnings All Bonds Converted 

15e. $1,507,000 $ 85 

l6c. 1,781.000 1.00 

17e. 2,055,000 1.16 

18e. 2,329,000 131 

20c. 2,877,000 1.62 








Spokane, Washington, and 182 miles from 
Vancouver, B. C. The company also owns 
and operates the old properties taken over 
from the British Columbia Company in the 
vicinity of Greenwood, B. C., where the 
smelter is at present in operation. The 
smelter is operated by electricity, and the 
ore is shipped via the Canadian Pacific 
Railroad. The plant is complete, and in 
addition to this general plant at Greenwood, 
the various properties have the necessary 
equipment adequate for complete mining. 
The management plans to erect a mill, 
of 3,000 tons daily capacity, from the pro- 
ceeds of the sale of bonds. Its construction 
will probably require eighteen months. 
The property has all the fundamentals 
of a successful low-grade copper proposi- 
tion. The ore reserves of this type of prop- 
erty usually give long life, and operating 
conditions are usually favorable for low 
cost production assuring satisfactory earn- 
ings at normal prices of copper metal. 
Canada Copper is what is known in mining 
language, a “porphyry,” resembling in a 
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general way other well known low-grade 
copper mines such as Utah, Chino, and Ray 
Consolidated. 


Production—Earnings 


Reviewing the work of the properties 
since 1905, under the administration of the 
old and new companies, it will be seen from 
Table II that the company has maintained 
a substantial record as a producer and 
money-maker. Incidentally its production 
of gold and silver is worthy of notice. 

It would be unfair to the company to 
criticize statements of recent earnings since 
the bulk of these are turned back into the 
property in the construction of mill, equip- 
ment, and further development. The bet- 
ter basis would be to take the 1912 figures, 
when no large amounts were expended in 
this direction, and it will be seen that on 
a production of 11,146,811 lbs. of copper, 
total profits were $2,491,278. Undoubtedly 
these figures will be attained again in the 
not distant future. ; 

According to a statement of President 
Lucius W. Mayer made in May, 1917, 
operations at the Greenwood smelter were 
continued throughout the year, and after 
writing off to depreciation $235,238 a profit 
of $215,304 resulted from these operations; 
the latter were interfered with due to a 
shortage of coke. With the new mill in 
operation treating 1,000,000 tons of ore an- 
nually, President Mayer estimates yearly 
production at over 27,000,000 lbs. of cop- 
per, and cost of production at 9%c. a 
pound, or less. 


Ore Reserves and Prospects 


Ore reserves are conservatively estimated 
at 12,000,000 tons, averaging 1.74%, and 
35c. per ton gold and silver. _ Based on 
present plant equipment, the ore reserves 
indicate twelve years’ life. There are pos- 
sibilities of eventually doubling the present 
tonnage. 

Based upon the above estimated produc- 
tion and cost, the company will have the 
earning power, as shown in Table III. 

It must be borne in mind that “esti- 
mates” vary considerably. Table IV esti- 
mates of annual earnings are based on 
treatment of the same quantity of copper 
at 9'%c., allowing a net operating profit of 
$1.50 a ton, based on 15c. copper, would 
make present ore reserves worth $18,000,- 


000 net, not allowing for amortization. 
We believe that 23%4c. copper will be 
maintained for a long while yet, and $2 to 
$2.50 can be taken as the indicated average 
earnings of the company in the near future. 
In the last few years the stock has sold 
from a low of 1% to a high of 3, with a 
present level around 2. The estimated 
earnings a share, based on normal prices 
for copper metal, are large in proportion 
to the selling price of the stock, this figure 
at 16c. copper being 50% of its present 
market value. The total net profit in the 
ore reserves are $18,000,000, equivalent to 
$10 a share after bond conversion, or five 
times its selling price. The possibilities for 
large additional tonnage of ore are excel- 
lent, and in view of this it is not unreason- 
able to expect at some later date a further 
increase in plant capacities which would 
result in a still larger annual copper pro- 
duction, and gréatef earnings per share. 


Conclusion 


The corporation is ably managed, and its 
officers are regarded as highly qualified to 
manage its affairs in an efficient manner, 
and to place it in the ranks of the large 
producers. The recent refinancing will 
permit the construction of a large mill, 
which, together with the taking over of the 
operating company, should result in more 
rapid development. With the proposed mill 
in operation, and large expenditures out of 
the way, substantial earnings should result. 
The company is already a substantial pro- 
ducer, which has emerged from its early 
troubles victoriously. Success is now only 
a matter of time. Ultimate substantial re- 
wards are reasonably assured to present and 
prospective shareholders. We think well 
of Canada Copper for any one willing, and 
able to hold the shares through market de- 
pression, and temporary fluctuations until 
the property is fully developed. The time 
to buy copper stocks is when the metal is 
low, but Canada Copper stands to benefit 
by coming in “on the edge” of the prevail- 
ing 23'%4c. price, and to be able to earn 
about $1 a share in a more normal copper 
market. At around 2, the shares are sell- 
ing reasonably low, and no material decline 
is anticipated, if copper should sell lower 
No dividend returns should be expected for 
two years at least. 


(To be continued.) 
























Mining Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 





AHMEEK MINING—Increasing as a 
Producer—This company is steadily forg- 


ing to the front rank of the big pro- 
ducers of copper on the Lake Superior 
shores. Production slacks off occasionally, 


but is always brought back and the losses 
are fully made up. The fissure veins con- 
tinue to help it with its total output of re- 
fined copper and some large masses con- 
stantly are coming out. The Ahmeeks are 
the only two producing fissure veins in 
Keweenaw. 

BINGHAM—Holdings Increased—Has 
increased its holdings of Eagle & Blue Bell 
and now owns 821,752 of the 893,146 shares 
issued by the latter company. In the 11 
months ended Nov. 30, Bingham earned 
$145,456 from its own operations and re- 
ceived $365,787 in dividends from its sub- 
sidiaries—Victoria Consolidated and Eagle 
& Blue Bell—making the net gain and in- 
come for 11 months $511,243, or $3.40 a 
share. 


BOSTON & MONTANA—New Railroad 
to Elkhorn—Company plans to have the 
new 100-ton mill and the railroad to the 
Elkhorn properties completed by the sum- 
mer of 1918. 


BUTTE & SUPERIOR—Earned $8.50 in 
1917—Company earned between $8 and $9 a 
share in 1917. The company paid out $6.25 
in dividends, there having been no dis- 
bursement during the final quarter of 1917 
owing to restraining order issued by Mon- 
tana court. Not only did the slump in 
spelter prices affect Butte & Superior’s 
earnings, but its output was materially cur- 
tailed by the prolonged miners’ strike which 
tied up the entire Butte camp. ’ 

Hearing of the appeal case of Minerals 
Separation Co., decided by General Judge 
Bourquin in favor of the latter, holding the 
flotation patents had been infringed, has 
been set for March 8 at San Francisco. In 
consequence of alleged infringement _of 
patents, Minerals Separation is asking 
damages of $15,000,000. 


CHAMPION—Largest Producer of 
Copper Range—Champion continues to be 
the largest, as well as the richest, producer 
of the Copper Range group. Tonnage is 
being maintained at normal. While the 
percentage of copper for 1917 will not be 
shown as high as for the preceding year, 
the decline will prove to be small. Some of 
the richest shoots of copper in this mine 
are just beginning to open. 

CHILE—Production Figures—Company 
turned out 88,458,110 Ibs. of copper in 1917, 
compared with 41,305,477 in 1916 and 10,- 
944,000 in 1915. Company’s output un- 
doubtedly will continue to make high re- 


as RECOMMENDATIONS to purchase or sell. 


(665) 





cords monthly throughout 1918. If the same 
rate of increase which prevailed in 1917 is 
kept up the company should show a 1918 
production of about 190,000,000 Ibs. 


CONIAGAS—Ore Reserves—At annual 
general meeting Pres. Leonard stated div- 
idends amounting to 12% %, or $500,000, 
had been paid in the year; while the total 
distribution to shareholders to that date 
aggregated $8,740,000,000. The output of 
silver from the mine during the year 
amounted to 1,344,267 ounces, against 1,- 
750,000 the preceding year. The combined 
sales from the mine and the products of the 
reduction company aggregated $4,256,597. 
ile estimated output for current year will 
amount to about 1,250,000 ounces, and that 
at this rate ore reserves will last about 
three years longer. Total shipments to the 
end of the fiscal year aggregated over 25,- 
250,000 ounces of silver. In spite of the ef- 
forts of the directors to locate another 
property which will suitably take the place 
of the present silver mine when it is finally 
exhausted, and the expenditure of about 
$150,000 in this connection, no property 
worthy of development has been located. 


CONSOLIDATED COPPERMINES— 
Using Flotation Process—Both mills using 
oil flotation under Minerals Separation 
license, are in operation, handling a capacity 
of 1,000 tons daily. 


CRESSON—Operating Profit $97,823.— 
Company earned $97,823 operating profit in 
November, or 8 cents a share, before war 
taxes, or 96 cents annually against dividends 
of 70 cents. Fortunately, company has a 
large cash reserve, $1,194,438, as of Dec. 1, 
or 98 cents a share. Some of this, belongs 
to the Government for war taxes in 1917. 


DAVIS-DALY—Hibernia Mine Produc- 
ing—The Hibernia mine increased in pro- 
duction to 100 tons of silver-zinc ore daily, 
averaging net proceeds of $24 per ton from 
the smelter. At Davis-Daly’s Colorado 
mine three different ore bodies on the 2,300 
level have been opened. An upraise on one 
is continuing in ore close to the 19th level. 
Crosscutting at this level is expected to run 
into ore. 


HOLLINGER—Ore Reserves Increased 
—Company is steadily adding to its ore re- 
serves. The annual statement for 1917 will 
likely be the best ever issued. 


HOMESTAKE—Dividend Record—Com- 
pany, recently reduced its monthly dividend 
from 65 cents to 50 cents a share. Stock- 
holders need have no apprehension con- 
cerning the future outlook of the property. 
Homestake, controlled by the Hearst- 
Haggin interests, remains the largest gold- 
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mine in the world. The decision was prompted 
solely by considerations of the relative de- 
preciation of gold. In common with all min- 
ing and other industries, Homestake has 
experienced abnormal increases in cost of 
labor and ‘supplies. Not only .deprived, of 
any compensating increase in price for its 
product, this sustaining factor in the case 
of other industries is reflected inversely on 
the value of the earnings of gold producers. 
Homestake has produced approximately 
$154,000,000. Beginning in January, 1879, 
a paid prior to 1918 totaled $39.- 

INSPIRATION—1917 Cost Under 11 
Cents—Notwithstanding interruption to op- 
erations several months and the resultant 
increase in expenses, the average cost to 
Inspiration during 1917 was below 11 cents 
a pound—before Federal taxes. Earnings 
in 1917 were not far from $11, against div- 
idends of $8.25. Company should be able 
to stand excess tax and maintain dividends 
at $8. 

IRON CAP—Report for 1917—Shows ore 
shipments of 31,620 tons, from which smelter 
returns were 145,788 ounces of silver and 4,- 
584,000 Ibs. of copper. William Shaft had 
been sunk 128 feet to a depth of 1,083 feet. 
Iron Cap shaft had been sunk 130 feet and 
is 15 feet below the tenth level. On the 
800 level, drifts have been opened in the 
vein for about 600 feet. Ground opened, 
with the exception of a very few lean spots, 
carries commercial ore. East and West 
faces show high commercial values. Stopes 
have been opened for a distance of 406 feet 
with an average width of ten feet. Balance 
sheet shows total assets and liabilities of 

87,094 and a profit and loss surplus of 

87,502. In the hanging wall 20 feet from 
the station on the 1,000-it. level of the Iron 
Cap mine ore containing 15% bornite—sul- 
phide 55.5% has been encountered. 


ISLE ROYALE—Extensive Develop- 
ments and Improvements— When con- 
sidering this company’s further dividend re- 
duction from $1 to 50 cents quarterly stock- 
holders may find some solace in new im- 
provements and construction during 1917. 
Owing to the congested conditions of trans- 
portation and likewise to the seemingly un- 
avoidable red tape-obstructing prompt pay- 
ments from the Government, company has 
been unable to make delivery on something 
over 3,000,000 Ibs. involving $750,000, of 
which $230,000 is profit. Also due to delays 
in ocean transportation 854,000 Ibs. amount- 
ing to over $200,000 gross, enroute to 
European ports, have not been settled for. 
In addition to this, something over 70,000 
lbs., worth about $24,000, were lost at sea 
in 1917, insurance for which will not be 
forthcoming until April. It will thus be seen 


that nearly 4,000,000 Ibs. of copper calling 
for gross payments of close to $1,000,000 
were held up and payment deferred, with 
the result that the profit on this metal will 
be incorporated in 1918 earnings and the 
copper carried on the books at the close of 
1917 business at cost of production. From 
a 1917 production of 13,600,000 Ibs. Royale 
earned net $1,200,000, out of which dividends 
of $600,000 were paid. After an allowance 
of $400,000 for taxes, company will have 
slightly over $200,000 to surplus. While 
production broke all records and was over 
1,000,000 Ibs. ahead of 1916, a correspond- 
ing increase in net was not forthcoming, 
as into copper costs was included over $500,- 
000 spent for new construction. On the 
above production this item alone meant an 
increase of 3.6 cents per pound in costs and 
brought total costs for the year up to 18% 
cents per pound, compared with 1534 cents 
in 1916. Average copper content of 15 Ibs. 
per ton of rock treated was better than any 
time since 1912 and compares with 13.40 lbs 
per ton in 1916. Isle Royale. can comfort- 
ably treat 110,000 tons of rock per month, 
which should yield 1,650,000 Ibs. of copper 
per month, or 18,000,000 Ibs. annually. Net 
apiek assets are $900,000, equaling $6 a 
share. 


MIAMI—Earnings, 1917, Estimated—Es- 
timates of 1917 earnings run as high as $8,- 
300,000, or more than $11 a share, before 
taxes. Dividends totaled $6,537,492, indicat- 
ing a $1,762,508 estimated surplus for taxes, 
etc. On account of its large profits and 
conservative capitalization it would seem 
as if Miami would have to pay larger taxes 
on 1917 earnings than other companies 
which showed bigger profits, but whose “in- 
vested capital” was well in excess of 
Miami’s. The tax question was further 
complicated by the declaration that the div- 
idends of Aug. 15 and May 15, 1917, had 
been paid out of surplus accrued prior to 
March 4, 1913. Including the $6,215,636 
profit and loss item at the end of 1916, sur- 
plus in 1917 should have approximated $8,- 
000,000. Assuming that taxes were $2,000,- 
000, this should have indicated a final sur- 
plus of about $6,000,000 on Dec. 31, 1917, a 
large part of which was cash. Mine output 
in 1918 should run between 60,000,000 and 
65,000,000 Ibs. Costs were well under 10 
cents up to June. But in common with 
other mines, costs increased in the last half 
of 1917 and are around 11 cents. With a 
65,000,000-pound output and 231%4-cent copper 
Miami could show operating profits of $8,- 
125,000. Dividends of $1.50 a share would 
call for $4,482,852, and leave a $3,642,148 
surplus for taxes, etc. -Alterations under 
way are expected to increase mill capacity 
from 5,600 to 6,000 tons a day before the 
year is out. 


























Vacuum QOil--Mystery Company 


Although No Longer a Standard Oil Concern, It Still Main- 
tains the Standard Oil Tradition of Secrecy—The Matter of 
Stock Dividends—How One Should Buy This Issue 





By GEORGE S. HAMMOND 








HE Vacuum Oil Company is an old 

line Standard Oil concern, repre- 
senting the best traditions and 
achieving a degree of success 
which compares favorably with any of 
the other companies which formerly were 
the component parts of that greatest of all 
industrial organizations. The company’s 
performance, after the first shock of war 
conditions had worn off, excelled by far 
anything which it had shown previously, 
notwithstanding that when the war broke 
out it seemed for a while as though Vacuum 
was to be very badly hit. 

The fact that the company is a manu- 
facturer of high grade lubricants and that 
the major part of its products are sold 
abroad, made it look for a while as though 
a rocky war-road lay ahead. In 1914, net 
income dwindled from nearly $5,000,000 for 
the previous year, to a bare $2,000,000 and 
the company earned only $13.84 per share 
on its outstanding stock—which for Va- 
cuum oil was regarded as nearly a calamity. 
The very idea of an ex-Standard Oil con- 
cern earning only a little more than twice 
its dividend requirements! 

Writing in these columns shortly after 
the 1914 annual statement came out, how- 
ever, Mr. A. C. Lawrence had some cheer- 
ing views for the Vacuum Oil stockholders. 
He pointed out that the “depression” was 
but temporary, that in England and France 
where the company does a very large busi- 
ness the demand for lubricants was tre- 
mendous and prices very high. His in- 
ference was that, notwithstanding the 
company was cut off from its connections 
in Germany, Austria, the Balkan States 
and Turkey, the greatly increased demand 
from other quarters would more than offset 
the loss. Vacuum Oil was “war-hurt but 
war-prosperous.” 

He was doubly and trebly right. In 1915 
net income showed a tremendous increase, 
totaling $6,800,000 in round figures, and 
in 1916 it crossed $9,000,000 with $200,- 





other high-grade securities. 


(667) 


000 to spare. Vacuum Oil had “come 
back” with a vengeance. Contrasted with 
the $13.84 earned on the stock in 1914 the 
company showed a balance available for 
dividends of $45.75 for 1915 and $61.48 
for 1916. In the dark days of 1914 the 
stock sold down to 140, but in 1915 made 
a high of 242 and a low of 215, and in 
1916 a high of 400 and a low of 216. In 
the year just ended the high for the stock 
was 490, but shortly after this country de- 
clared war, it commenced to decline with 
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At this writ- 
ing it is selling between 350 and 360. 


A World-Wide Concern 


Vacuum Oil began its existence contem- 
poraneously with the ending of the Civil 
War. For years it was controlled through 
stock ownership by the Standard Oil Co. 
of New Jersey, and when that memorable 
organization was dissolved in 1911 by or- 
der of the Supreme Court, Vacuum’s $2,- 
499,800 of stock was distributed to .the 
shareholders of Standard of New Jersey, 
on the basis of 24,998/983,383rds of one 
share of Vacuum stock, for each share of 
Standard of New Jersey. In brief, each 
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Standard of New Jersey shareholder got 
a 39th of a share of Vacuum stock. 

Vacuum is an excellent example of how 
the old Standard Oil Company girdled the 
globe in the pursuit of its business. 
Through its subsidiaries Vacuum does bus- 
iness in India, Burmah, Ceylon, Argentine 
and South America, Egypt, Denmark, Nor- 
way, Finland, China, Philippines, Straits 
Settlements, Dutch East Indies, Japan, 
Corea, Portugal, Siberia, Austria-Hungary, 
Greece, Balkan States, Turkey, South 
Africa, Italy, Germany, England, Aus- 
tralia, New Zealand, Russia, France, Bel- 
gium, Holland, Spain, Switzerland, Algiers, 
and Sweden, not to mention the United 
States. In short, wherever wheels turn 
there you will find Vacuum Oil and its 
products. 

The company owns the Vacuum Refin- 
ing Works at Olean, N. Y., which produces 


000 bonds and had a cash balance of $2,- 
180,000. 

With true Standard Oil secrecy Vacuum 
Oil officials have little to say about earn- 
ings until the time for the annual report 
is at hand. Something has been said ear- 
lier in this article about the company’s war- 
boom and the table of condensed income 
statements for the last six years which ac- 
companies this article, shows in detail how 
it has fared. It would seem, in view of the 
very large balance available for dividends, 
that the present rate of 8% (before the 
war it was 6%) might be regarded as al- 
most stingy on the face of it. In 1916, 
for instance, dividends were about one- 
tenth of earnings available for distribution. 

An examination of the balance sheet ex- 
plains, however, the reason for this. ‘The 
company is taking advantage of these pip- 
ing times of war to increase its production 








VACUUM OIL—SIX 


1911 
$2,938,036 
2,436,013 
97.44% 
150,000 
2,286,016 


Net Profit* 

Total Profit 

P. C. Earned on Stock 
Dividends Paid 


*After deducting insurance reserve. 
fIncluding proportion of undivided profits of foreign marketing companies. 


1912 
$4,159,006 7$4,832,930 
4,159,006 
27.73% 
900,000 
3,259,006 


YEARS’ EARNINGS 


1913 1914 
$2,075,644 
2,075,644 
13.84% 
900,000 
1,175,644 


1916 
$9,221,937 
9,221,937 
61.47% 
1,200,000 
8,021,937 


1915 
$6,861,913 
6,861,913 
45.75% 
1,200,000 
5,661,913 


4,832,930 
32.21% 
900,000 

3,932,930 








illuminating and lubricating oils and gaso- 
lene, and also has plants at Rochester, N. 
Y., and Bayonne, N. J., for the manufac- 
ture of high-grade lubricating oils, and 
owns refineries in Austria and Hungary 
besides. It goes without saying that earn- 
ings from the refineries last named do not 
enter into present calculations. 


Capitalization and Earnings 


Like most of the former Standard Oil 
companies Vacuum has a small capitaliza- 
tion and no bonded debt. Up to 1912 the 
company had only 25,000 shares outstand- 
ing, but in that year the capitalization was 
increased to $15,000,000, or 150,000 shares, 
par $100. The new stock was offered to 
stockholders at par and from the proceeds 
of the sale the company paid off its in- 
debtedness of $8,320,000 to the parental 
Standard Oil Company, retired its $2,000,- 


and expand its scope of operations and is 
using its own money for that purpose. In- 
stead of incurring interest obligations on 
funded indebtedness, it prefers to use its 
own cash and to tell its stockholders to be 
satisfied with what they are getting and 
the increased values behind their stock. 
The increase of approximately 33 1/3% in 
net income for 1916 over 1915 and the 
same approximate increase of 1915 over 
1914, shows how enormously the com- 
pany’s gross business has expanded. If 
this indication were not sufficient the 1916 
increase of more than $5,000,000 in plant 
account, the increase of approximately $4,- 
000,000 in materials and merchandise, and 
the increase of $8,000,000 in receivables, 
would indicate clearly enough what is go- 
ing on. 

I fancy that when the war is over, com- 
peting companies will not find it an easy 
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task to elbow their way into Vacuum’s 
fields. Notwithstanding large earnings, the 
extensions of credit and enlargement of 
operations have cut heavily into Vacuum’s 
cash position. On December 31, 1916, the 
company had only $841,619 of its $23,- 
000,000 working capital in the form of 
cash which would not appear to be ade- 
quate for a concern with its business. 


Stock Dividends 


In view of the company’s great expan- 
sion and the comparatively small total of 
its cash reserves it would appear that it 
will sooner or later have to consider the 
matter of financing. Already there have 
been rumors of stock dividends, but on that 
point there is nothing official. 

In an effort to obtain information in re- 
gard“ to the company the writer asked a 
high official of the company if action along 
the line of stock dividends was being con- 
sidered. The reply was that the present 
time was not one to discuss such matters. 
An inquiry as to the outlook for 1917 
earnings brought the response that nothing 
definite could be determined until the re- 
ports from all over the world were received 
and that the whole matter would be dis- 
cussed, when the annual report was made 
public and not before. 

The writer makes no attempt to estimate 
the company’s showing for its last fiscal 
year, in view of the reticent attitude of its 
officials, and also because attempts at esti- 
mates in the past have been far from suc- 
cessful. As I write I have’a circular be- 
fore me written in March, 1915, in which 
the writer discusses the affairs of the com- 
pany at great length and concludes with 
an estimate that 30% had been earned in 


1914. 


He was more than 100% wrong 
and on the side of too great earnings, for, 
as shown above, 1914’s showing was the 
worst for years. 


Vacuum’s Investment Position 


Selling at between 355 and 360 and pay- 
ing 6% as a regular dividend with 2% 
extra, Vacuum yields less than a Govern- 
ment bond in normal times and it is there- 
fore evident that the price reflects prospects 
of considerably more than present dividend 
returns. While it hardly seems likely that 
1917 will show earnings as large as the 
$61.47 earned on the stock in 1916, it ap- 
pears certain that the 1917 earnings will be 
very large. In view of the fact that, al- 
though the company has a large working 
capital, its receivables are out of all propor- 
tion to its cash position; it does not seem un- 
likely that a stock dividend—perhaps like 
the one declared in 1912, when stockhold- 
ers were allowed to subscribe to $12,500,- 
000 new stock at par—is ripening on the 
Vacuum vine. 

Under the present unsettled condition, it 
is entirely possible that the prospective in- 
vestor may have an opportunity to buy 
Vacuum stock still cheaper. When he buys 
the investor should purchase outright and 
with the firm intention to regard his stock as 
a long pull investment, for the markets for 
the Standard subsidiaries are so wide and 
their fluctuations so extreme, that any other 
method is apt to prove disastrous. Those 
who have bought Standard Oil issues and 
held them through thick and thin, taking 
regular and extra dividends without a 
thought of selling their original holdings, 
are the ones who have made the big money 
in those issues. 








MARKET STATISTICS 


Dow Jones Avgs. 


40Bonds 20Inds. 20 Rails 
Monday, Jan. 14... 77.02 73.48 77.50 
Tuesday, “ 15... 76.80 73.38 77.21 
Wednesday, “ 16... 76.81 74.60 77.70 
Thursday, “ 17... 76.78 74.48 77.90 
Friday, “ 18... 76382 74.55 77.91 
Saturday, “ 19... 76.30 74.89 78.14 
Monday, “ 21... 76.84 76.11 78.14 
Tuesday, a. Se 75.75 77.90 
Wednesday, “ 23... 76.72 75.43 77.63 
Thursday, “ 24... 76.64 75.92 77.71 
Friday, * 3... ae 76.50 78.68 
Saturday, “ 26... 76.82 16.44 79.11 


Breadth 
50 Stocks (No. 

High Low Total Sales _ issues) 
65.83 64.69 476,500 174 
64.95 64.12 481,500 182 
65.47 64.66 352,900 167 
65.99 64.69 648,700 163 
65.48 64.80 448,800 152 
65.60 65.25 197,700 120 
66.20 65.67 283,500 140 
66.62 65.65 455,100 169 
66.03 65.36 372,800 155 
65.80 65.25 285,400 153 
66.56 65.81 353,500 162 
66.69 66.16 212,300 146 
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Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 


RECOMMENDATIONS, to purchase or sell. 








COSDEN—Earnings About $9,500,000— 
Estimated earnings for 1917, with December 
estimated, amount to approximately $9,500,- 
000, which is after full payment of interest 
on bonds and current debts, but before al- 
lowance for income and excess profits taxes. 


GENERAL PETROLEUM — $900,000 
Bonds to Be Retired—Announces that pro- 
ceeds from the sale of 565 acres of land in 
the Coalinga oil district to the Standard Oil, 
in accordance with the terms of the trust 
deed, will be paid into the sinking fund, as 
received, and used to retire the outstanding 
$900,000 of the corporation’s 6% ten-year 
gold bonds. 
the 6% bonds of the General Pipe Line Co. 
will become a first lien on the property of 
Generali Petroleum and any remaining pro- 
ceeds from the sale of the Coalinga lands 
will be used for sinking fund purposes on 
the pipe-line company’s bonds. It is under- 
stood that the price obtained for the lands 
sold will provide for the retirement of the 
remaining bonds and leave a substantial sum 
for the General Pipe Line sinking fund. 


MAGNOLIA PETROLEUM — Capital 
Increase—Stockholders will meet to vote on 


the proposition of increasing the capital 
stock from $30,000,000 to $60,000,000. Stock- 
holders will also vote on the proposition of de- 
termining how the stock in the treasury and 
that authorized by the increase, if made, 


shall be disposed of. Company will offer 
$22,000,000 of stock to shareholders at par, 
subscription — being one share for every 
share held. here is already outstanding 


OKLAHOMA NATURAL GAS—Pay- 
ment of 8% Dividend Assured—Contract has 
been concluded whereby the Oklahoma 
Natural Gas, which recently absorbed Osage 
& Oklahoma Gas and Caney River Gas, has 
sold its gasoline output a year ahead. It is 
said in unofficial circles that the amount re- 
ceived from this sale will be sufficient to pay 
the 8% dividend on the company’s $8,650,000 
($25 par) outstanding stock. 


SINCLAIR GULF—Earnings Seven 
Months—Pres. Sinclair, in his remarks to 
stockholders, said in part, that combined 
earnings accrued through ownership of stock 
of subsidiary companies, covering the seven 
months from date of organization to Nov. 
30, 1917, were $2,795,685, after interest and 
taxes, but before depreciation. Total assets 
as of Nov. 30, 1917, approximated $55,504.- 
000, and current assets $4,948,000, of which 
$1,975,000 was cash in bank. Current liabili- 
ties as of Nov. 30, 1917, totaled $1,622,961, of 
which about $800,000 represented accrued 
interest, taxes, etc. In the seven months’ 
period current liabilities showed a decrease 


After these honds are retired - 


of $5,025,000 against a corresponding de- 
crease of only $1,893,000 in current assets. 
Company produced 5,575,547 barrels of crude 
oil in the period. Total sales approximated 
6,000,000 barrels, or around 10,000,000 barrels 
annually. Net income of $2,795,684 in the 
seven months was $3.91 a share; at the an- 
nual rate of $4,895,000, or about $6.85 a share. 


SINCLAIR OIL—Pipe Line in February 
—Company’s 500-mile pipe line from Cush- 
ing, Okla., to East Chicago, Ill. will be 
completed and in operation by February, 
1918, according to a reliable report. 


STANDARD OF CALIFORNIA—An- 
nual Meeting—The annual meeting will be 
held at San Francisco March 7. Holders of 
record in San Francisco at the close of busi- 
ness Feb. 25 will be permitted to vote. No 
stock will be transferred at the NewYork 
office after the close of business Feb. 15, 
until the opening of business March 8. 


TEXAS CO.—Earnings Statement, Five 
Months Ended Nov. 30, 1917—Gross earn- 
ings, including Producers’ Oil Co., $30,848,- 
982; net, $16,360,922; surplus after deprecia- 
tion, sinking fund and taxes, $11,539,224; bal- 
ance after dividends, $10,151,724. Surplus of 
$11,539,224 for the five months is equal to 
$20.79 a share during the period. General 
balance sheet shows surplus $50,421,913, 
compared with $40,270,189, June 30, 1917. 
On the basis of its report company should 
show earnings of $35 a share for the year 
ending June 30, 1918. Book value is figured 
around $172. The rapid growth is shown 
by the $10,151,724 carried to surplus more 
than double the amount carried forward for 
the six months ended Dec. 31, 1916. Its total 
surplus now is $50,421,913. Texas Co., 
which has acquired the producing properties 
formerly owned by Producers’ Oil Co., since 
dissolved, is now in every branch of the oil 
industry. 


UNION OF CALIFORNIA — Report 
Year 1917—Shows 1917 production about 7.- 
150,000 bbls., an increase of 475,000 bbls. over 
1916. This with regular purchases and 
agency deliveries, aggregates 19,000,000 net 
barrels, or 21% of production of the State 
of California. The yearly sales approxi- 
mated $33,850,000, an increase in value of 
$6,100,000, or 22% over the preceding year, 
while the deliveries of fuel oil brought out 
heavy drafts on stored oil, which decreased 
during the year about 12,000,000 bbls. The 
surplus and operating reserves at the close 
of the year amounted to $21,500,000, which 
will be reduced $4,000,000 when the 10% 
stock dividend declared is paid on March 15. 
The net profits for the year, after all charges 
and taxes, amounted to $7,650,000, as against 
$7,220,000 in the preceding year. 
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Canadian Car and Foundry’s War Orders 


What the Company Has Had to Contend With—Loss on 
Russian Contracts—Position of Securities 





By S. T. DIX 





HE Canadian Car & Foundry Com- 
pany vies with the Baldwin Loco- 
motive Company in furnishing 
classic examples of what may 

happen between profits expected and profits 
realized for dividends. Baldwin’s troubles 
were those of management. Canadian 
Car’s major troubles came near to being 
utter misfortune. 

We have heard of docks and warehouses 
—elevators and factories loaded to the safe- 
ty limit with stores for the Allies and left 
either entirely unguarded or with super- 
annuated caretakers in charge during these 
days of high-art incendiarism. However, 
the Kingsland explosion apparently oc- 
curred in spite of all due caution. 

It will be remembered that the Canadian 
Car Company, like Baldwin, turned to 
munition work simply because it did not 
have equipment business to keep its facili- 
ties busy. The Canadian took principally 
Russian contracts. You know now what 
that means. Whether to hide that govern- 
ment’s own lack of technical knowledge, or 
deliberately to delay delivery, or to attempt 
a hold-up game long out-grown in good 
American and Canadian enterprises, the in- 
spection was prohibitive. 


A Battle of Wits 


I happen to know of one Russian shell 
order filled by another company. Shells 
were rejected wholesale simply because of 
a variation in the color of finish. Now 
that would seem possibly based on some 
technical defect, but the truth was that the 
finish necessary could not be made with 
a stable shade. ‘The shade, but not the 
composition, or the effect, would change as 
it was put on. Finally in disgust, the 
munition firm, which was one of the most 
straight-backed firms in America, and 
would not even consider the effect of 


money changing hands, decided that the ex- 
igencies of the situation had simply created 
a battle of wits and by the subtle trans- 
position of shell trucks, got them loaded 
and O Kd. 

In the case of the Canadian Car & 
Foundry, it had taken on Russian contracts 
for some 5,000,000 shells at $82,650,000. 
Before the company could make full ar- 
rangements for the production .of the ma- 
terial, trouble between other munition 
makers and the Russian Government be- 
came known, and Canadian was obliged 
to seek changes in the contract in order ‘to 
be able to obtain capital. Changes were 
made and funds advanced by Russia, but 
on terms which cut down any possible 
profits to the Canadian corporation. Most 
of the shell parts were farmed out among 
about 100 American manufacturers, as the 
Canadian Car found it could get English 
contracts that it could best execute in its 
own shops. Then followed labor and ma- 
terial troubles with the American sub-con- 
tractors, the necessity of cash advances and 
the old story of delays in production. 

The assembling plant was on the Hack- 
ensack Meadows at Kingsland. By the 
night of the fire and explosion in January, 
1917, about half of the 5,000,000 shell or- 
der had been shipped and about $8,000,000 
worth of shells, out of the total loss of some 
$13,000,000, had been accepted and turned 
over to the Russian Commission. The com- 
pany carried all the fire, explosion, marine, 
use and occupancy insurance it could ob- 
tain. The plant itself was worth only 
about $750,000. 

All the insurance had not been collected 
at last report and there seems to be quite 
a lot of legal entanglement still to be 
straightened out. It is probable that the 
net loss to the Canadian Company, aside 
from profits that would have been realized 
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had the company had but a couple of weeks 
more leeway, will finally be marked down 
at somewhere around a million dollars. At 
that, and in spite of all the previous diffi- 
culties with the contract, the company ex- 
pects to show that the Russian account, as 
a whole, will not have to be entered in red 
ink figures by quite a sizable amount—how 
much we shall not know, probably, for 
some time. Just the other day what was 
left of the Kingsland plant; and the 85 
acre site was sold to a chemical manufac- 
turer, so the Canadian Company is just 
that much nearer to finding out how the 
Russian contract will look on its books. 
The Russian shell contract was not the 
only unexpected trouble the company has 
had to deal with. It took on contracts for 
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railroad equipment for foreign governments, 
and found that even equipment inspection 
was far more severe than was usual on 
American and Canadian work.- The re- 
sultant disappointment in profits had to be 
written off to experience. 

It is really a holding corporation, origi- 
nating over eight years ago, as an amalga- 
mation of the Canadian Car Company and 
the Dominion Car & Foundry Company. 
The company, through Pratt & Letchworth, 
owns the largest malleable iron foundry in 
Canada. The Pratt & Letchworth plant 
was not adapted to munition work and will 
show up better on straight equipment opera- 
tion. Another subsidiary, the Rhodes Curry 
Company, is primarily engaged in building 
construction and supplies and anticipates 
better times in “reconstruction work.” The 
Canadian Steel Foundry is the chief sub- 


sidiary and reports good business in both 
munition and commercial departments. The 
Canadian Car & Foundry Company has 
been building a large equipment plant at 
Fort William, Ontario. This makes eight 
plants owned by the holding corporation, 
where finished passenger and freight cars 
and parts are manufactured. 

First mortgage 6s, due December 1, 1939, 
were outstanding at last report to the ex- 
tent of $5,539,603. This is a sinking fund 
issue, 2% being taken up each year. 

Long term subsidiary bonds are outstand- 
ing totaling $3,288,913, one being a sinking 
fund security. The balance sheet as of 
last report shows a subsidiary note issue of 
$560,000, but this has been paid off out of 
earnings of the direct debtor, the Canadian 
Steel Foundries, since the close of the year 
ended September 30, 1916. 

The holding company bas considered its 
sinking fund requirements as partially off- 
setting depreciation, adding to the sum used 
to retire bonds a further amount to make 
up enough to offset estimated depreciation 
of property. Evidently, therefore, the ma- 
terial sinking fund requirements cannot be 
considered as “hidden earnings.” 


Erratic Earnings 


Earnings have been erratic as shown )b) 
the accompanying graph. It should be ex- 
plained, however, that the past earn‘ngs 
represent the use of an increased amount 
of capital. The property account has risen 
from $9,921,561, in 1910, to $19,602,117. 
at September 30, 1916, with capital stock 
increasing only from $8,500,000 to $11,- 
686,700. The bonded debt increased from 
$3,500,000 to $9,388,516. 

Including inventories of $3,819,019 on 
the asset side, the working capital as of 
September 30, 1916, was only $1,638,511 
as against $4,325,561 in 1914. 

The holding company has outstanding 
all its authorization of $7,500,000 cumu- 
lative preferred stock. This is a 7% issue 
and is participating with the common in 
all dividends after 7% on both. Until 
last summer the company had outstanding 
$4,975,000 common stock, but in July the 
company made application with the Mon- 
treal Stock Exchange for authority to list 
an ‘additional $750,000 common stock. 
This stock was intended to provide for pay- 





























ment of commissions due on the Russian 
shell order in lieu of cash. 

The stocks of the Canadian Car & 
Foundry Company are listed on the Toronto 
“nd Montreal stock exchanges and are nom- 
nally traded in in London and Liverpool, 
England. In 1915 the range in the pre- 
ferred in Montreal was 125-98; in 1916, 
101-63; and in 1917, 89-49%. The com- 
mon sold at 120 in 1915 to 50; in 1916, 
84-32; and in 1917, 46% to 17. There 
seems to be no active market at present, as 
Montreal, the principal market, has pegged 
a minimum of 4914 for the preferred and 
18% for the common. The preferred has 
about 24% back dividends accrued. At 
last report, as of August, 1917, the com- 
pany had unfilled contracts of $35,000,000, 
which apparently includes considerable war 
work. President Curry cheerfully proposed 
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to capitalize the lessons learned by hard 
experience in filling further order for muni- 
tion and equipment. 


Conclusion 


The Canadian Car & Foundry’s proper- 
ties are good ones and undoubtedly will be 
apt to benefit by the rapid settlement of 
Northwestern Canada after the war. In 
view of the company’s meagre working cap- 
ital, even preferred dividends seem rather 
remote. Current prices, though pegged by 
the minimum regulations, seem to represent 
the present position of the company fairly 
well, and the drastic decline has dis- 
counted many unfavorable features of the 
situation. The permanent investor is prob- 
ably warranted in continuing to hold the 
preferred. The common is a speculation, 
but with good long-range prospects. 








American Bank Note Co. 


Began Operations in Washington’s Time—World Wide Busi- 
ness—Position of Securities 








By ROBERT S. PIERSON 





PROBABLY more persons have 
seen the imprint of the American 
Bank Note Company on the spade, 
a= ace, and joker than on stocks and 
bonds. As most of us do not play with 
the fraternity which demands a fresh deck 
with each game, it will probably even now 
be real news that the American Bank Note 
Company no longer manufactures playing 
cards at all. The company abandoned the 
playing card field some four years ago, and 
at the same time its large but unprofitable 
ticket and catalogue lines. 

The American Bank Note Company be- 
gan its work some one hundred and twenty- 
three years ago, while George Washington 
was president. It started as a local enter- 
prise and through extensions and amalga- 
mation has become an international insti- 
tution. The main offices occupy a beautiful 
separate building opposie the Consolidated 
Stock Exchange in New York. The 
company still holds its ten lots back of the 
Trinity Church yard, formerly the site of 








its New York plant, but holds the lots 
only because of inactivity in the real estate 
field. The local plant is now located in 
the Bronx, where the company not long 
ago put up a T building with 400 ft. front, 
brick and steel, fireproof, the largest and 
most modern of its kind. Incidentally the 
company has worked out a creditable wel- 
fare program, including pensions and prof- 
it-sharing systems. 

In Chicago the company has a complete 
engraving and printing plant, and another 
in Philadelphia. In Boston the company 
has a plant in leased quarters. A plant 
at Ottawa, Canada, not only takes care of 
private business, but produces all the paper 
money and postage stamps issued by the 
Government. Also, all but twenty shares 
of the British engraving institution, . Brad- 
bury, Wilkinson & Co., are held in the 
American’s treasury. 


A World-Wide Business 


Of course the most important part of the 
company’s production consists of paper cur- 
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rency, securities, and postage and revenue 
stamps. Before the beginning of the war 
the company reported that it had supplied 
securities for over 30 of the world’s govern- 
ments, covering 51% of the world’s popu- 
lation and 81% of the world’s area. Some 
78% of the world’s population was using 
currency put out by the American Bank 
Note Company. It is an interesting fact 
that the company has supplied our own 
Government with hundreds of millions of 
dollars face value of postal savings certifi- 
cates. 
Napoleon’s Strategy 

You will remember reading that Napo- 
leon found it desirable to bring into coun- 
tries he invaded, bales of counterfeit cur- 
rency, in order to demoralize the finances 
of countries unsophisticated and unpre- 
pared in regard to such measures. It 
is stated that the German authorities 


. have not neglected this little trick in the 


invasion of Russia. Our neighbor Car- 
ranza, however, blundering along, has at 
least taken some lessons to heart. He had 
his paper currency prepared by the Ameri- 
can Bank Note Company and today this 
currency is called Infalsificables. It is 
about the only Mexican Government paper 
currency worth enough to be quoted. It is 
of value largely because it is figured that 
since its authenticity has been established, 
it will sooner or later approach the original 
issue value of ten cents on the dollar. 

A few years ago an acrid controversy 
arose in regard to the American Bank 
Note’s special privileges in connection with 
New York Stock Exchange issues. In de- 
fense the American stated that its position 
was due to its unbroken record of integrity 
and responsibility extending over a century. 
The company stated that only six members 
of the exchange were stockholders with but 
a bit over 1% of the amount outstanding, 
while the amount held by exchange mem- 
bers and firms, whether for their own ac- 
count, or for customers, amounted to only 
4%. 

The stock exchange felt compelled to let 
down its bars and admit to trading securi- 


ties put out by two other companies, one _ 


local and one in Pittsburg. The strength 
of the American’s position in the contro- 
versy is just now again shown by the bank- 
ruptcy of its New York rival whose work 
was admitted to the exchange. The bank- 


rupt’s plates may now possibly be up for 
sale and it would look as though the ex- 
change will find it a good plan to see to 
it that these plates not be allowed to get 
into questionable hands. 
Capitalization 

The American has outstanding $4,495,- 
650 of 6% cumulative preferred stock 
of $5,000,000 authorized, and outstanding 
$4,495,000 of $5,000,000 authorized com- 
mon. Both classes have a par value of 
$50. Because of the necessity some years 
ago of financing the practically unproduc- 
tive property back of Trinity yard, an orig- 
inal issue of $1,000,000 notes were put out. 
Only $200,000, maturing next September 
remain. The company retired $400,000 of 
the notes in 1916. The amount still out 
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is too small to cause the slightest anxiety. 
There are no bonds. 

Both classes of stocks are listed on the 
New York Stock Exchange, but are not 
active. The range on the common war 
from 44 to 38% in 1916, and from 53% 
to 29 in 1917. The preferred sold from 
53 to a low of 51% in 1916, and in 1917 
from 53 to 42. At present the common 
is quoted rather widely at 28-324 and the 
preferred 42-45. The preferred has re- 
ceived its 6% regularly, but the common 
dividends have not been regular enough to 
give it much investment stability. The 
rate was 2% in 1906, 4% in the years 
1907-1915, 6% in 1913, 334% in 1914, 
2% in 1915, 4% in 1916 and 6% in 1917. 


Earnings and Assets 


Earnings for the past ten years, includ- 
ing 1916, the last reported, have averaged 
about 16% on the preferred and about 
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10% on the common. The year 1916 
brought out the best earnings of about 
14.6% on the common, as is not surpris- 
ing considering the experience of other in- 
dustrials. In comparison is the year 1908, 
one of little corporate security work, when 
earnings were at low ebb, and when the 
company earned 4.45% on the common. Of 
course, it has cost the company a good deal 
of money to abandon plants at different 
points and centralize the production. These 
merger measures, necessary but expensive, 
have measurably held down profits in some 
years. 

As of December 31, 1916, the net assets 
amounted to about $70 per share on com- 
mon stock, allowing par for the preferred 
and book value for the plant account. It 


might seem debatable whether the company. 


has charged enough depreciation. 

The property account has stood at nearly 
$9,000,000 the past few years with the ex- 
ception of 1913, when the nine million 
mark was topped. The amount charged 
off on buildings, machinery, tools and 
equipment was $135,800 in 1912, $145,- 
779 in 1913, $145,184 in 1914, $141,219 
in 1915 and 146,383 in 1916. 

Admittedly the company’s facilities are 
of a type subject to change. For example 
in 1916 it was found desirable to change 
entirely the printing process for bank 
notes. Such changes are necessary if the 
company is to maintain its leading posi- 
tion. In 1914 the company had only $60,- 
000 charged off from its typographical and 
playing card departments, while the loss 
on the abandonment of the special ma- 
chinery amounted to over $304,000. The 
excess loss was not run through the in- 
come account but was deducted from the 
surplus account. 

I am, however, inclined to the view that 
the company has well taken care of depre- 
ciation. In the first place the company 
builds its own special machinery, and no 
doubt at a cost that is a liberal markdown 
from outside custom work that would other- 
wise be required. Then it would be de- 
cidedly surprising if the company had 
taken in several others and kept its plant 
account at actual value. It seems more 
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reasonable to believe, in the absence of dis- 
interested appraisal, that the plant account 
has been, as is quite usual, simply a balance 
entry, and that the amount charged off as 
depreciation has been sufficient. It would 
follow, if I am correct in this, that the 
book value of the common as given above 
is too high. 

The company is apparently in good 
shape as regards working capital though it 
does not give out its gross business figures 
to compare with. Working capital amounted 
to $2,442,350 at the end of 1916, a slight 
increase over other recent years. Working 
capital as given has included around a mil- 
lion dollars in inventory. The company 
has been able to reduce its accounts re- 
ceivable from $1,320,661 in 1914 to $872,- 
131 in 1916, the change showing in the 
cash, which increased from $390,315 to 
$645,484. 

Prospects 


The last year has been one of serious 
curtailment in security issues. It would 
be surprising therefore if, after taxes, the 
American Bank Note Company could show 
anything like as liberal earnings for 1917, 
when they are made public about March 1, 
as it did for 1916. The company flourishes 
in times of great emission of securities. 
Except for very speculative securities, which 
somehow persist, it would seem there won’t 
be much necessity for much government 
regulations of securities, and the flotations 
which are cut off will hurt the gross busi- 
ness of the American Bank Note Company. 
Moreover, it may be a long time before we 
have another sustained, exuberant stock 
market, which will result in an abundance 
of security issues for the American to turn 
out. 

Viewing it this way the preferred stock 
looks at least high enough at 42-45 for a 
6% issue of $50 par—and as for the com- 
mon, at 28-32% it has apparently about 
discounted its position. It will, of course, 
be apt to respond to general market move- 
ments, but considering probable smaller 
earnings, the common will perhaps be easier 
influenced by depressing general develop- 
ments than those of a constructive nature. 











Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





AETNA—Contracts Closed—Has prac- 
tically closed contracts with the French 
Government for smokeless powder and gun- 
cotton. These renewals of orders which 
expire March 31, 1918, call {or ship- 
ment of 1,000,000 Ibs. of smokeless powder 
a month, and approximately 1,200,000 Ibs. 
of guncotton a month, both orders running 
until September, 1918. The new orders, 
with those recently closed with U. S. Gov- 
ernment, will keep plants running at full 
capacity until September, 1918. 


CHICAGO PNEUMATIC TOOL—1917 
Earnings $1,000,000—Company closed its 
1917 year with net of slightly more than $1,- 
000,000 for the stock, after excess profits 
tax, depreciation and a sinking fund allow- 
ance. This compares with $917,423, or 14.3% 
in the previous year. 


EMPIRE TIRE—Work on Additions— 
Company is expending $220,000 to double 
the output of its auto tire and mechanical 
plant. During 1917 company increased its 
business 100%. Its output is 3,500 tires and 
5,000 tubes a day. 


GILLETTE RAZOR—Earned $4,500,000 
1917—Company completed its 1917 fiscal 
and calendar year with net over $4,500,000, 
compared with $3,192,646 in 1916, a gain of 
40%. After allowing for bond interest, the 
balance $4,141,000 is $21.80 a share. Razors 
sold was 1,094,182, compared with 781,632 
in 1916, an increase of 40%, and blades was 
8,634,362 dozen, against 6,369,425 dozen in 
the previous year, a gain of 35%. 


MARCONI OF AMERICA—Dividend 
Probable—Question of a dividend will prob- 
a be taken up at the meeting of directors 

2 Merch. It is pointed out that company is 
in a position where it could easily distribute 
some of its earnings without detriment to 
its working capital position. It was this 
consideration that prevented the declara- 
tion of a dividend in 1917. Marconi has a 
surplus of $1,411,207, equivalent to 70 cents 
a share on its $9,999,500 stock. In 1917 
earnings were equivalent to 30 cents a share, 
and this should be bettered in 1918. This 
does not take into consideration reserves 
reported at $439,777 at the close of 1916. 
Contracts for wireless equipment for the 
Government, taken in 1917, amounted 
to about $5,000,000. Only about 20% of this 
has been completed, so that company has 
nearly $4,000,000 of this on its books for 
completion in 1918. These contracts were 
taken on only a fair profit basis above cost. 

NASH MOTORS—Initial Dividend—Has 
declared “. initial dividend of $6 on its 
common. Company was formed in 1916 
with an issue of $5,000,000 pfd. and 50,000 
shares of common stock. It is named after 


C. W. Nash, former Pres. of General Motors, 
who is head of the Nash motors. Com- 
pany manufactures Jeffery cars and trucks. 


REMINGTON ARMS—4,000 Men Re- 
leased—Bridgeport Works has discharged 
another group of men. This makes about 
4,000 released in a week. Many more, per- 
haps 8,000 in all, will have to be let go be- 
fore the company is prepared to take up 
on a large scale the manufacture of the 
heavy type of Browning machine gun. The 
officials of the Remington plant were quoted 
as stating that they will employ a full force 
again in the Spring of 1918, when they are 
tooled up for the work on the Browning 
gun, 


REO MOTOR POSITION—Financial 


Statement, Year Ended Aug. 31, 1917, shows 


assets ——. to $14,467,986, with a sur- 
plus of $4,646,915. Current assets were 
given at $8,836,922. They comprise cash on 
hand, $173,792; notes receivable, $108,800; 
accounts and drafts receivable, $913,612; 
Liberty bond subscriptions, $165,536; inven- 
tories, $7,541,681. Liabilities and notes pay- 
able were given at $950,000; accounts paya- 
ble, $1,619,444; accrued pay roll, $190,637; 
reserve for taxes, $83,692; miscellaneous 
reserve, $40,046; paid up capital stock, $6,- 
937,250. Value of land, machinery and build- 
ings total $5,448,923; interest in branches 
and deferred charges, $142,140. 


SAVAGE ARMS—Net $35 a Share— 
Earnings for final quarter are estimated at 
slightly under those of the March. In the 
second and third quarters of 1917 earnings 
deciined, due to the changes being made in 
machinery for making American type of 
guns. In the three months ended June 30, 
operating profits were $462,106, in September 
quarter $845,829, so that total profits for 
the year may be placed at around $5,300,000. 
From this must be deducted charges $65,- 
000 and excess profits taxes, for which $1,- 
000,000 has been set aside. It is likely that 
after all deductions the net balance will be 
$35 a share, compared with $26.17 last year. 
During two years dividends amounting to 
$12 were paid, so that net carried to surplus 
for 1916-17 may be estimated at $50 a share, 
or within a few dollars of the market price. 
Savage Arms has all the business it can 
handle for the entire year 1918, and its 
earnings should be progressive, as there is 
small probability of further suspension of 
operations for changes. 


SMITH MOTOR—Management Taken 
Over—Management has been taken over by 
the creditors’ committee, of which David R. 
Forgan is chairman. The report shows lia- 
bilities of $1,700,000 and assets of $3,300,000, 
principally found in inventories. 
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Stocks Which Show Resistance 


Whether or Not the Bear Market Is at an End, Some Issues 
Held Relatively Well During the More Recent Periods 
of Weakness 





By THOS. L. SEXSMITH 





PERMOST in the minds of bank- 
ers, brokers, investors, speculators 
and all those who, in one way 
or another, are interested in the 
activities of the stock market, is the ques- 
tion whether or not the long downward 
trend of security prices is at an end. The 
sharp up-turn from the early December 
lows has given considerable promise of a 
permanent turn for the better in the tide 
of prices. 

The ease with which stocks recovered 
during the year-end rally has been a gratify- 
ing factor, and one which has lent much op- 
timism for the future. Up to the time of 
writing (January 22) a large part of the 
recovery has been maintained, and several 
specialties have rallied as much as 25 to 40 
points from the December lows, while the 
recovery in standard issues has been from 
10 to 20 points. 


Has the Bear Market Ended? 


It would be the task of a superman, in- 
deed, to state authoritatively whether or not 
the bottom of the long bear movement was 
reached last December. Not being in the 
superman class, we will not attempt to do 
so here. It is doubtful whether those in 
possession of the best first-hand informa- 
tion regarding fundamental conditions in 
finance, business and securities would be 
willing to put themselves on record on this 
score. Far too many outside considera- 
tions are hanging in the balance, any of 
which may inject themselves at any mo- 
ment into the situation, to make possible an 
authoritative market forecast at this time. 
Not in many years has a situation arisen 
so prolific with “ifs” and “ands.” Most 
of the long time forecasts which are heard 
from time to time are predicated upon 
speculation as to the further duration of the 
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war and conditions which will prevail after 
the war. 

Among students of economics there is a 
wide variance of opinion as to the industrial 
status in this country after the war. The 
majority opinion is perhaps on the side of 
construction. This, in the opinion of the 
Street, is translated into a prospect for 
higher prices for industrial securities. A 
favorite argument is that which accen- 
tuates the unprecedented demand for all 
kinds of supplies, including both raw mate- 
rials and manufactured articles, which is 
expected to set in with the war’s ending. 


Wide Difference of Opinion 


In contrast to this, some economists have 
ventured to suggest conclusions radically 
different from the above. Admitting the 
great need for reconstruction in Europe 
when peace is at last negotiated, they ques- 
tion the abilities of the peoples of war-rid- 
den Europe to rapidly finance a rehabilita- 
tion. They contend that the great concern 
of the European peoples at the conclusion 
of the war will be to find something to eat 
and something to wear, and the need for 
rebuilding their villages, towns and cities 
will be a secondary consideration to be 
taken care of as conditions permit. As the 
present era has been one of unprecedented 
destruction of wealth and reckless spend- 
ing, the succeeding one will be one of ex- 
traordinary retrenchment and frugality. 
Conservation of resources must necessarily 
precede any great work of. reconstruction. 

Rehabilitation cannot take place in a 
day, these observers maintain. The de- 
struction wrought by the war in Europe, 
even if peace were to come tomorrow, could 
not be restored over night. Values which 
had taken years and years of constructive 
effort to build up have been wantonly de- 
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stroyed in the few years of the present war. 
It will require many more years for their 
restoration, according to precedent. 

As a result of the war, competition in all 
lines of human activity aiming at profit- 
making will receive a tremendous stimulus. 


After the war, in industrial and commercial 


Letting the Market Decide 
Leaving theory by the wayside for the 
moment and getting down to provable facts, 
we may turn to the stock market for en- 
lightenment. All who follow the course of 
security prices know that from November, 
1916, to December of last year the major 








RESISTANCE PQWER OF LEADING STOCKS 
(For individual issues below, the figure after the decimal point represents eighths) 


Stock 
American Beet Sugar 
American Can 
American Car & Foundry 
American International 
American Lin 
American Locomotive 
American Smelting 
American Sumatra 
American Telephone & Telegraph 


PPPS PY HS oe 


. Canadian Pacific 

. Centrai Leather 

. Colorado Fuel & Iron 

. Corn Products 

. Crucible 

. Cuba Cane 

. Distillers 

. General Electric 

. General Motors 

. Inspiration 
Marine, Pref. 
Kennecott 
Lackawanna Steel 
Mexican Petroleum 
Ohio Cities 

. Reading 
Republic Steel 
Royal Dutch 
Studebaker 

. Texas Company 
Tobacco Products 
Union Pacific 
U. S. Industrial Alcohol 


. pper 
Willys-Overland 
Westinghouse 


Stock averages 


Low Low 
Nov. 8 Dec. 20 


69.5 64.6 
29.4 33 
59 61 
48.4 
23.5 
50.7 
69.6 
514 
105 
515 
492 
72.4 
1315 
58.4 
29.6 
24.2 


Net Change 
— 52 


_ — 
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60.42 








lines particularly, there will come an era 
dedicated to the survival of the fittest. In 
spite of all theoretically protective measures 
which may be adopted by the different gov- 
ernments, with a view of building up 
wealth-creating forces in their respective 
countries, cut-throat competition will reign 
the world over. 


course of secur::y prices was downward. 
Many who read this article may have acute 
personal reasons for being aware of this 
fact. While prices had been gradually in 
a downward drift since the fall of 1916, 
the real decline, and the one which hurt 
the most, occurred a the period be- 
tween the early days of June, 1917, and 
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the latter part of last December. 

The first reaction from the June high 
point continued until October 15. On June 
13 the average price of 50 representative 
stocks registered 84.45 at their high point. 
By October 15 these averages had declined 
to 66.92. A rally followed in the next few 
days which amounted on average to about 
5 points, and after some hesitancy around 
the tops of the recovery a further reaction 
set in which by November 8 had got down 
to 60.42 for the 50 stocks. A rally some- 
what more vigorous than the previous one 
followed the making of this low, and by 
November 23 the averages were up to 66.16; 
but the recovery was not held, and by De- 
cember 23 a new low at 57.43 was made. 

Market Averages Decline 10 Points 

It will be seen that between the low of 
October 15 and December 23 there was a 
decline of approximately 10 points in the 
50 stock averages. When it is remembered 
that these average prices are made up by 
taking the figures of stocks of varying de- 
grees of activity, it will be readily under- 
stood that a 10 point decline in the aver- 
ages means anywhere from 20 to 40 points 
in some of the more active stocks used in 
making up the averages. 

One of the favorite theories of those who 
specialize on purely technical market con- 
ditons is that stocks which show a rela- 
tively sturdy resistance to a general decline 
in the market would appear to be in a 
strong technical position. There is no dis- 
position upon the part of the writer to 
establish this theory in point of fact, yet 
there is much to commend it as a matter of 
pure common sense. 

Applying Resistance Test 

Accepting the theory for what it may be 
worth, and applying it to the peculiar mar- 
ket situation obtaining at the time of the 
making of the average lows of October 15, 
November 8 and December 23, we can 
readily determine which of the active trad- 
ing stocks gave evidence of a particular 
strong resistance to the general downward 
pressure prevailing around the dates in 
question. 

As has been stated, the market sustained 
a further average decline of nearly 10 full 
points from October 15 to December 23. 
Any stock which, in the period mentioned, 
had declined less must necessarily be con- 





sidered to have been in a relatively stronger 
position than the market as a whole. 

Also any stock which during the period 
of generally falling prices failed to lose any- 
thing materially, or as in some cases showed 
an actual net gain, must be regarded as 
being in an enviably strong technical posi- 
tion. 

For the purpose of comparison, the writer 
has selected 40 of the most active stocks, 
taking the low prices registered by each on 
the important dates above mentioned, show- 
ing the standing of each in the matter of 
net gain or loss between the low of Decem- 
ber 20 and the low of October 15, when the 
average price of 50 stocks stood nearly 10 
points higher. Closing prices on December 
20 are also given. 

Out of the 40 stocks the writer has se- 
lected in the table herewith some of those 
which made the best relative showing, and 
on the basis of this showing he suggests that 
these stocks, regardless of outside market 
developments, are likely to give a good ac- 
count of themselves on declines which may 
occur in the future. 

The great bear market may or may not 
have seen its end, but, whether it has or not, 
it is evident that certain interests, whose 
purchases have been sufficient to prove to be 
a real factor in the market, have considered 
it worth while to buy the stocks selected 
whenever general market conditions have 
invited any considerable supply into the 


market. 
Result of Test 

Among the forty stocks in the above list, 
the ones which showed the greatest power 
of resistance against the general selling 
pressure, arranged in alphabetical order, 
are as follows: 

American Car & Foundry, American In- 
ternational, American Linseed, American 
Sumatra, Baldwin Locomotive, Corn Prod- 
ucts, Cuba Cane Sugar, Distillers, Marine 
preferred, Republic Steel, Royal Dutch 
Company and Studebaker. 

Any one interested in other stocks in the 
list can readily apply the same method of 
comparison, and arrive at his own con- 
clusions. There is nothing infallible about 
an idea of this kind, however, and it is sug- 
gested that opinions arrived at by its ap- 
plication, should be confirmed, before action 
is taken, by all further means of obtaining 
information at hand. 

















Tidal Swings of the Stock Market 


Part VIII—What the Volume of Transactions Shows—Char- 
acteristics of Large and Small Movements—Reactions 


and Rallies 





By SCRIBNER BROWNE 
(Author of “How to Read the Financial Page,” Etc. 








LMOST every one who watches the 
behavior of the stock market, even 
in a casual way, has noticed that 
a sharp rise in prices is nearly 

always accompanied by a large volume of 
transactions, and that the volume of trade 
is also heavy in times of panic. This is a 
very natural condition. A wide swing in 
prices reaches a larger number of standing 
orders to buy or sell, so that more orders 
are executed, and it also attracts a greater 
number of those day-to-day speculators who 
try to “go with the tide.” 

An illustration will make clearer the 
working of this principle. Suppose the 
price of a stock after a prolonged decline 
reaches 80, rallies to 85, and again reacts 
to 81%. The fall to 80 is caused by liqui- 
dation. Holders of the stock have become 
discouraged and are throwing it over. Also, 
since the price is breaking down into new 
territory, “stop orders” are constantly 
reached—that is, a certain number of hold- 
ers of the stock have decided that they will 
not risk any more money, but will sell out 
if the price falls to a figure they have set in 
advance, as 83, 81, etc. Again, brokers are 
sometimes forced to sell some stock they are 
carrying for speculators because margins 
are getting too low for the safety of the 
broker. 

The natural result is that the price falls 
rapidly and a great number of orders are 
executed—in other words, large transac- 
tions. 

But after the stock rallies to 85 and 
starts to return toward 80 again the situa- 
tion is different. The price is not now 
dropping into new territory, but is merely 

ing a decline previously recorded. 


retracing 
Fewer “stop orders” are reached and hold- 
ers on margin are better protected, since the 
weak accounts were closed out on the first 
break. 

The situation then depends on who 
bought the stocks which were sold on the 
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first break. If they were bought by specu- 
lators “for a turn” and are sold out on the 
rally to 85, the burden on the market will 
not be reduced and there will be renewed 
activity and wide price movements as soon 
as the market gets fairly started down 
again. But if the stocks liquidated were 
bought by investors, who intend to hold 
them for some time or for a greater ad- 
vance in prices, transactions on the second 
decline will be considerably lighter than on 
the first. 


Connection Between Prices and Volumes 


We may lay down the general principle, 
then, that the volume of transactions in the 
market depends on two factors: 

(1) Extent of price changes. 

(2) Extent of public participation in the 
market. 

Wide price changes bring larger trans- 
actions than narrow ones, when the ex- 
tent of public participation is the same. 
And a large public participation in the 
market will bring greater volumes for the 
same price changes than a small public par- 
ticipation. 

In each “minor cycle” of the stock mar- 
ket—usually covering, as we have seen, 
three or four years—there is one point 
which may be identified as the period of 
rest. This comes after the bear market has 
ended and before the next bull market be- 
gins. On the graph herewith, which shows 
the volume of trade for all stocks month 
by month in connection with the price 
movement, these periods of rest may be 
easily identified in the following months: 

May and June, 1904. 
February, 1908. 
September, 1910. 

* January and February, 1915. 

As soon as a bull market starts, after 
such a period of rest, transactions normally 
begin to increase. In a broad way, they con- 
tinue to increase as long as prices rise and 
remain heavy during the first liquidating 
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period which begins the ensuing bear mar- 
ket. These first liquidating periods are 
shown as follows on the graph: 


Last quarter of 1902. 
First quarter of 1907. 
January, 1910. 

Last quarter of 1912. 
December, 1916. 

During the remainder of the bear market 
transactions show a disposition to fall off, 
but there are usually a few days of big 
transactions when the bear market ends. 
These do not show up clearly in the month- 
ly volumes because they are likely to be 
preceded and followed by dullness. Then 
comes the period of rest from which we 
started. Those who want to sell, or are 
compelled to sell by lack of funds to carry 
their stocks, are for the most part out of the 
market, while those who want to buy have 
not yet made up their minds to take hold. 


I9I7 1918 


1914 1915 


1913 


1912 


Apparent Exceptions 


Readers who have referred to the accom- 
panying graph have already noticed a few 
exceptions to the general program above ex- 
plained. The only important exceptions, 
however, occur in the period which covers 
the last half of 1910, the whole of 1911, 
and the first three quarters of 1912, which 
I have previously characterized as a bull 

" market carried on in the face of great diffi- 
culties. Transactions during this period 
did not show the normal increase character- 
istic of a bull market, because of the influ- 
ence of the second main factor mentioned 
above—a great falling off in public partici- 
pation. And the heavy transactions during 
the very sharp reaction of August and Sep- 
tember, 1911, were due chiefly to foreign 
liquidation in fear of war, which, as we 
have since learned, came within a hair’s 
breadth of breaking out then. 

Even in this case, however, the normal 
increase in transactions appeared when the 
upward movement was renewed in 1912; 
but a new high point in volume of trade 
was not reached during the brief and some- 
what artificial rise with which the whole 
movement culminated in October, 1912. 


Smaller Movements 


1906 1807 19086 1905 1910 


1904 1905 


1903 


1902 


It is notable that these same principles 
ipply to smaller movements of the market. 40 SNOITUIN 
For example, after the considerable reaction . 
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in the second quarter of 1905 we note’a sort 
of intermediate period of rest, and we see 
the same thing again in August, 1906; Feb- 
ruary, 1912, and July, 1916. Likewise the 
top of a considerable rally in a bear market 
is usually accompanied by increased trans- 
actions. 

Those who wish to note these smaller 
movements would do well to construct-a 
weekly graph on the same plan as this 
monthly graph. A weekly graph will show 
more exceptions to the working of the prin- 
ciples than a monthly graph, because public 
participation may vary greatly at times 
from week to week, and weekly transactions 
may be interfered with by holidays, wire 
troubles in heavy storms, etc. 

Even a daily graph will show substan- 
tially the same conditions, but with still 
more exceptions due to the fact that it does 
not show what part of a day was character- 
ized by a general upward price movement 
and what part by a downward movement. 

The thought may occur to the reader, 
Why not make an hourly graph and catch 
the small turns in the market? But still 
more difficulties are encountered here be- 
cause the normal volume of trade varies in 
different hours. The first hour is usually 
the most active as a result of over-night or- 
ders. The last hour is relatively active be- 
cause of the fact that many floor traders 
close all their trades at the end of the day. 
The hour from 12 to 1 is normally inactive, 
since many traders are at luncheon, and 
this influence also has some effect on the 
hour from 1 to 2. Again, the receipt of 
special items of news may affect transac- 
tions during certain hours. 

The fact must again be emphasized that 
the operation of all stock market principles 
is approximate only. The factors affect- 
ing the market are not mathematical, and 
the man of a mathematical turn of mind 
rarely makes a good speculator. From the 
investment or “long pull” standpoint, the 
stock market is a business proposition. 
From the speculative standpoint it is a 
study of the psychology of the speculator. 
(Incidentally, that is why the business man 
usually fails as active speculator—he is 
not a psychologist. ) 

Reactions and Rallies 


The behavior of volumes on reactions in 
a bull market is worthy of some comment. 


Such reactions usually occur in one of two 
forms. They may present the appearance 
of a small bear market, with a day or two 
of active liquidation at the bottom of the 
reaction, followed by a brief period of rest; 
or they may be characterized by a gradual 
falling off in volume as-prices sag slowly 
lower and by a renewal of activity when the 
upward swing is resumed. 

Which one of these two forms of reaction 
occurs in any particular case depends partly 
on the news and partly on the “vulnerabil- 
ity” of the bull accounts outstanding. The 
sinking of the Lusitania, for example, 
precipitated violent liquidation on a reac- 
tion in a bull market, followed by a brief 
pause. But when holders of stocks cling 
persistently to their position on a reaction 
and no bear news of special importance 
comes out, transactions will become smaller 
at the decline. 

Rallies in a bear market differ from reac- 
tions in a bull market for two reasons: 
because the public works almost entirely on 
the long side, and because the professional 
short interest is easily driven to cover. 

If the rally does not go far enough to 
cause any general covering of shorts, activ- 
ity will fall off on the advance and will 
soon increase when the downward swing is 
resumed. In other cases the shorts are 
driven to cover by a violent rise, and that 
is all there is to the rally. In still other in- 
stances a certain amount of public buying 
may come in after the shorts have covered, 
so that an active rise is followed by a grad- 
ual “petering out” of the volume of transac- 
tions while the price level still remains near 
the top of the rally. 

In estimating the probable character of a 
rally before it takes place, it is necessary to 
bear two points in mind: the extent of the 
short interest, and the amount of public 
buying which may reasonably be expected 
to come in at an advance. 

Day-to-day news has less influence on a 
rally than it has on a reaction. This is be- 
cause news is not so likely to induce the 
public to buy on a rally in a bear market 
as it is to scare them into selling on 4 
reaction in a bull market. 


The next article in this series will 
discuss the selection of securities by 
the investor who endeavors to follow 
the tidal swings. 





